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THE  LONDON  STOCK  EXCHANGE; 

ITS  CONSTITUTION,  FUNCTIONS,  AND  MODES  OF  BUSINESS. 


In  consequence  of  ninnoTOUS  inquiries  which  have  heev 
made  for  the  numbers  of  the  Eailway  News  containing  the 
articles  which  have  recently  appeared  on  the  Stoch  Exchange, 
several  of  which  arc  now  out  of  it  has  been  decided  to 

rejqroducc  the  'ulwle  of  the  articles  in  the  form  in  which  they 
are  noiv  presented. 

The  ^rep>ort  of  the  debate  in  the  ITouse  of  Commons  on  the 
motion  of  Mr.  Reginald  Yorke  for  the  appointment  of  a 
Boyal  Goniniission  of  inquiry  is  also  given  as  an  appendix. 
This  record  of  the  opinions  expressed  by  the  various  spealcers 
in  the  course  of  this  dehate,  ivill  he  found  usefid  to  members 
of  the  Stoch  Exchange  and  other  persons  interested  in  the 
proposed  official  inquiry. 

E.  McD. 
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ITS  COXSTITUTION. 

Xo.  I. 

The  articles  which  have  recentlv  appeared  in  the  pages  of 
this  journal  have  contained  some  sketches  of  the  history  ot 
the  Stock  Exchange,  intended  rather  as  outlines  than  as 
finished  pictures  of  a lew  ol  the  leading  events  connected 
with  the  origin  and  progress  of  that  Institution,  these  con- 
tributions to  the  monetary  history  ot  the  last  century  which 
may  hereafter  be  expanded  into  a more  complete  work  "ha^e 
shown  that  the  Association  which  now  occupies  so  large  a 
share  of  public  attention  is  unique  in  its  character  and 
possesses  in  its  constitution  and  modes  of  transacting^business 
manv  features  ot  remarkable  interest.  [^The  tstock  Exchange 
as  a body  does  not  exist  by  virtue  ot  any  Chartei  ot  Incor- 
poration or  Act  ot  Parliament.  Except,  indeed,  by  inference 
to  be  drawn  from  the  provisions  of  .one  or  two  Acts  of  the 
Legislature,  its  existence  is  nol;,  so  far  as  we  are  aware, 
even  recognised  in  any  of  the  thousands  ot  enactments  which 
till  the  Statute  Books  of  the  country.  With  few  exceptions 
all  other  markets  or  lairs  for  the  sale  of  commodities  and 
wares  owe  their  existence  to  Charters  or  Local  Acts  ol  Parlia- 
ment, and  are  brought  by  the  terms  of  their  provisions  under 
the  direct  action  of  law.  The  Stock  Exchange  has  grown  up 
with, the  wants  and  the  varying  conditions  of  the  times,  and 
—to  compare  great  things  with  sniail  like  the  I>ritish  Con- 
stitution, has  constantly  adapted  itselt  by  its  rules  and  regu- 
lations, to  the  growing  demands  and  necessities  of  the  ex- 
tending and  ever-var}dng  nature  of  its  transactions.  It  is 
o’overned  by  its  own  laws  and  regulations^  and  is  complete, 
self-contained,  and  independent  in  its  action  ; but,  in  common 
with  everv  other  institution  or  association  of  persons  formed 
for  a common  object,  its  members,  and  its  acts  are  necessarily 

subject  to  the  general  laws  of  the  country,  interpreted  and 
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declnrerl  by  the  ordinary  le"al  tribunals  of  the  land.  The 
Stock  Exchange  has  no  written  history,  although  it  has  played 
a most  important  part  in  all  the  great  events  connected  with 
the  history  of  the  country.  Its  power  is  unrecognised, 
although  its  influence  is  felt  more  widely  perhaps  than  any 
other  institution  in  the  world  ; and  its  movements  are 
watched  with  intense  interest  at  home  and  abroad.  It  might 
have  put  forward  a claim  to  be  represented  at  the  late  Con- 
ference on  Eastern  aflPairs  as  a seventh  great  Power,  for  its 
movements,  as  expressed  in  the  fluctuations  of  prices,  re- 
present w’ith  unerring  accuracy  the  force  and  duration  of 
public  opinion.  The  figures  telling  of  the  rise  or  fall  in  the 
prices  of  home  and  foreign  stocks  have  a weight  in  the 
councils  of  nations  equal  to  that  of  the  ablest  State  paper  or 
the  decisions  of  the  wisest  statesman,  or  the  most  versatile 
of  politicians. 

The  particular  kind  of  business  transacted  and  the  things 
dealt  in  bv  the  Stock  Exchange  differ  from  those  of  any  other 
Market.  In  almost  every  other  place  where  dealings  are 
arranged,  or  bargains  concluded,  one  or  more  of  the  five 
senses  are  brought  into  requisition  in  aid  of  the  purchase  or 
sale.  The  matters  and  things  dealt  in  on  the  Stock  Exchange 
are  not  amenable  to,  nor  can  they  be  tested  or  appraised  by, 
any  of  those  means  which  experience  brings  to  bear  in  the 
dealings  of  other  branches  of  business.  The  things  really 
dealt  in  are  intangible,  unseen,  and,  in  many  cases,  unhappily, 
they  are  deceptive  and  fictitious.  There  is  no  mode,  or  rule, 
or  standard  by  which  to  judge  of  the  merits  of  the  things 
dealt  in.  They  consist  of  what  has  been  forcibly  described 
by  Kinglake,  in  his  ‘^History  of  the  Crimean  War,”  as 
“ fractional  and  volatile  interests  in  trading  adventures,  which 
go  by  the  name  of  Shares.”  The  purchaser  of  a million  of  Con- 
sols receives  only  a small  piece  of  paper  called  a “ stock  receipt,” 
less  than  half  the  size  of  the  page  upon  which  the  reader  is 
now  looking  ; the  buyer  of  a single  Share  in  some  worthless 
“ wild  cat  ” mine  in  the  Western  States  of  America  has  much 
to  show  for  his  money  invested — with  this  difference,  perliaps, 
that  the  piece  of  yjaper  in  the  latter  case  is  elaborately  printed, 
and  is  an  excellent  specimen  of  the  art  of  engraving  on  steel 
or  copper  plates ; while  the  title  to  the  Consols  is  a plain,  un- 
adorned, and  antique  letter  press.  No  person  has  ever  seen 
or  handled  a ““Consol;”  not  one  person  in  a hundred— - 
perhaps  in  a thousand — could  describe  accurately  wljat  it 
really  is.  Yet  these  unseen  mythical  things  are  regarded  as 
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the  safest  and  soundest  property  in  the  world,  and  the  price 
is  the  never-failing  barometer  of  the  condition,  the  sentiment, 
and  the  opinion  of  the  nation.  Corn,  cotton,  coffee,  sugar, 
horses,  and  live  stock  are  bought  and  sold  by  the  test  of  one 
or  other  of  the  external  senses,  and  their  value  determined  by 
real  or  assumed  standards  of  merit.  The  value,  or  rather  the 
price,  of  Consols  is  one  of  the  things  which,  largely  dealt  in 
on  the  Stock  Exchange,  is  variable  as  the  winds,  and  as 
subject  to  changes  as  the  waves  of  the  sea. 

Take,  again,  the  case  of  our  railways.  £100  stock  of  the 
London  and  North-Western  Railway — what  is  it  ? It  repre- 
sents no  visible  or  distinct  portion  of  the  railwa}"  or  of  its 
rolling-stock,  or  property  of  any  kind.  The  right  to  possess 
£100  of  stock  consists  in  the  fact  of  having  the  buyer’s 
name  inscribed  in  the  register  of  the  Company  in  the 
place  of  him  who  sold  it.  What  is  bought  for,  say  £150,  is 
a small  piece  of  paper  called  a “ coupon,”  which  tells  that  he 
w'hose  name  it  bears  is  the  owner  of  to  the  extent  of  £100  in 
the  capital  already  expended  on  that  railway.  pThe  value  or 
price  of  his  stock  fluctuates  from  causes  wholly  foreign  to, 
and  independent  of,  the  money  actually  invested.  The 
prospect  of  war  in  China  or  in  Turkey ; a change  of 
Ministers  at  home ; “ the  threatening  attitude  of  foreign 
Powers  ; ” a good  or  a bad  harvest ; a famine  in  India ; a 
civil  war  on  the  other  side  of  the  Atlantic ; a thousand 
circumstances  wholly  unconnected  with  the  railway  on  which 
the  capital  has  been  expected,  may  raise  or  depress  the 
market  price  of  tliis  stock.  The  same  remark  as  to  this 
intangible  and  varying  character  applies  to  the  bonds  of  the 
many  foreign  loans ; and  also  to  investments  in  joint-stock 
enterprise,  promoted  in  many  instances  by  fraud,  ad- 
ministered with  dishonesty,  or  conducted  by  incompetence, 
and  which  have  entailed  so  much  loss  and  suffering  upon 
credulous,  sanguine,  and  sometimes,  too,  avaricious  and 
greedy  investors/]  In  all  these  matters  and  things,  which 
form  the  staple  of  dealings  on  the  Stock  Exchange,  buyer 
and  seller  act  by  faith  rather  than  by  sight,  and  are  guided 
by  the  mental  and  intellectual  faculties  rather  than  by  the 
organs  of  sense,  which  are  relied  upon  in  the  every-day 
transactions  of  ordinary  and  commercial  business. 

The  e.xteut  of  the  transactions  of  the  Stock  Exchange  is 
not  less  remarkable  than  the  nature  and  variety  of  the  secu- 
rities in  which  dealings  take  place.  A short  time  since  a 
letter  appeared  in  the  Times  from  Mr.  Cohen,  one  of  the 


Host  respected  members  of  the  StocK  Exchani^e,  in  wbmh 
le  stated  that  in  one  fortnight  the  amount  ot  dealings  on  the 
London  Stock  Exchange  had  been  £300,000,000.  It  is 
iiflacult  to  decide  which  is  most  calculated  to  arrest 
ittention— the  amount  of  business  or  the  varied  nature  of  the 
stocks  or  shares  which  made  up  this  enormous  aggregate  of 
transactions  It  included  bonds  of  foreign  countries,  solvent 
and  insolvent — some  paving  their  dividends,  Others  lepu- 
diatin<v  their  contracts.  They  were  of  every  shade  and  hue 
of  colour,  in  almost  every  written  language,  some  bearing 
the  florid  signature  of  the  Imperial  cypher  of  Turkey,  or 
Eo-ypt ; others  in  the  barbaric-looking  characters  of  Russia, 
tlic  easv  flow  of  the  French,  the  complex  character  of  the 
German,  Spanish,  Portuguese,  Dutch  all  were  there, 
unintelligible,  in  the  body  of  the  bonds,  alike  to  dealer  and 
broke!-,  buyer  and  seller,  yet  all  loadily  received  and  passed 
from  hand^to  hand  with  as  much  confidence  as  though  th^ 
were  the  familiar  five-pound  note  ot  the  ]3ank  of  England. 
With  some  very  trifling  exceptions  the  whole  of  this  amount 
of  business  was  transacted  without  a single  coin  of  the  realm 
or  its  equivalent  in  paper  having  changed  hands — the  bonds 
being  given  up  in  exchange  for  cheques  on  the  bankers, 
taken  in  payment  as  a rule  with  unhesitating  confidence. 
In  the  seltleinent  of  this  huge  account  there  was  no  time  or 
opportunity  to  test  the  genuineness  ot  the  document  bought  oi 
sold.  They  might  have  been  the  work  ot  a skilful  forger  ; 
they  might  have  been  wrongfully  and  illegally  issued  ; they 
might  have  been  stolen — no  matter,  they  aie  bought  and 
sold  and  paid  for,  in  reliance  upon  the  good  faith  of  the 
o-eneral  body  ot  the  members,  and  ot  that  inututd  confidence 
without  which  it  would  be  absolutely  impo.ssible  for  the  Stock 
Exchange  to  exist  as  a body  for  the  purpose  for  which  it  has 

been  established. 

As  in  the  case  of  the  most  admirably  constructed  piece  of 
mechanism,  it  is  necessary  that  every  part  and  inovement 
should  be  subordinated  to  the  whole  and  act  with  perfect 
precision,  in  order  to  ensure  successtul  lesults,  so  in  the  case 
of  the  Stock  Exchange  it  has  become  essentially  iiecessary 
that  all  members  of  the  body  should  work  in  unison  and 
harmony,  in  order  to  attain  and  secure  the  confidence  of  the 
public.  Changes  and  modifications,  called  for  by  the 
increased  complexity  of  the  business  transacted,  may  be 
necessary  in  order  to  enable  that  association  to  maintain 
■unchallenged  and  untarnished  the  reputation  which  it  has 
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wmn  for  itself  in  the  past,  by  the  character  of  its  dealings 
with  the  public,  and  the  satisfactory  administration  of  its 
owm  internal  affairs.  It  will  be  necessary,  however,  to 
ascertain  with  accuracy  the  mode  and  manner  in  which  the 
business  of  the  Stock  Exchange  is  now  conducted, _ before 
attempting  to  deal  with  anv  of  the  many  adverse  criticisms 
which  have  been  indulged  in,  and  the  refornis  which  have 
been  suggested  in  its  management. 


‘^THE  DEALERS.” 

No.  II. 

The  London  Stock  Exchange  consists  cf  about  2,000  mem- 
bers. Of  these  somewhat  le=s  than  one  half — or,  to  be  more 
precise  and  adopt  well-known  fractions,  three-eighths — are 
dealers,  or,  as  they  are  sometimes  termed,  “jobbers;’’  and 
five-eighths  are  “brokers,”  or  persons  who  act  as  inter- 
mediaries between  the  dealers  and  the  public.  The  dealers 
constitute  the  market,  the  brokers  are  the  customers  who 
deal  with  them.  Both  classes  are,  however,  members  of  the 
Stock  Exchange,  and,  so  far  as  that  body  is  concerned,  pos- 
sesses the  exclusive  right  of  dealing  in  the  stocks  and  shares 
quoted  or  recognized  by  them."^  There  is  no  mart,  or  market, 
or  exchange  in  the  world  where  the  nominal  values  of  the 
articles  in  which  dealings  take  place  make  up  such  enormous 
aggregates,  f The  things  dealt  in  represent  a large  portion  of 
th<T accumulated  wealth  and  surplus  capital  of  the  civilised 
world.  The  money  paid  for  the  charter  of  the  Bank  of 
England,  the  first  contribution  to  our  National  Debt  in  the 
time  of  William  and  IMary,  and  the  many  millions  spent  in 
Continental  and  other  wars ; the  capital  raised  by  the 
adventurers  and  traders  to  those  Indies  which  have  now 
grown  into  such  importance  as  to  give  the  title  of  Empress  to 
the  Queen  of  England ; the  original  capital  of  the  Hudson 
Bay  'i  raders,  raised  under  the  charter  of  Charles  the  hecond, 
and  since  extensively  “ watered  ” by  skilful  financiers,  by 
means  of  the  facilities  afforded  by  the  Limited  Liability  Acts 
— are  represented  equally  with  the  latest  additions  made  to  the 
capital  stock  of  a railway  company,  the  last  issue  of  a foreign 
or  colonial  loan,  or  the  latest  venture  of  a trading  enterprise. 
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C The  total  value  of  the  property  dealt  in  is  such  as  to  chal- 
lenge all  the  powers  of  the  intellect  to  grasp,  or  realise  its 
extent.  It  has  been  roughly  estimated  at  £6,800,000,000."^ 
These  figures  can  only  be  treated  as  astronomical  quantities, 
and  something  like  the  plan  adopted  of  telling  how  many 
years  it  would  take  for  a cannon  ball  or  a ray  of  light  to 
traverse  the  vast  regions  of  space  which  divide  other  worlds 
from  this  can  enable  the  reader  to  appreciate  the  sums  which 
form  the  capitals  in  which  dealings  take  place  on  the  London 
Stock  Exchange.  The  sun,  for  instance,  is  95,000,000  ot 
miles  from  the  earth ; but  these  figure.s,  represented  in 
pounds  sterling,  are  less  than  a seventieth  part  of  the  grand 
total  of  home,  foreign,  and  colonial  enterprises  which  form 
the  total  of  the  business  in  the  small  building  in  the  city 
known  as  the  Stock  Exchange.  Of  course  no  one  dealer 
professes  to  buy  or  sell  in  every  claSs  of  these  securities.  Each 
dealer,  as  a rule,  whether  by  the  law  of  natural  selection  or 
some  other  form  of  development  of  the  proper  fitness  of  things, 
confines  his  attention  to  some  particular  class  of  securities. 

The  business,  as  a rule,  is  divided  into  separate  markets, 
such  as — English  funds,  foreign  stocks  or  bonds,  banks, 
English  railway  stocks — subdivided  into  what  are  known  as 
the  “ heavies,”— Midland  and  North  Western,  &c. — and  those 
which  by  distinction  may  be  termed  “ light,”  represented  as 
a rule  by  stocks  quoted  below  par — railway  debentures,  rail- 
way preference  stocks,  Indian  railways,  Indian  and  Colonial 
Government  securities,  American  securities,  Canadian  rail- 
ways, mining,  telegraph,  gas  and  water  companies,  and  all 
companies  included  under  that  large  and  comprehensive  head 
of  “ Miscellaneous.” 

We  learn  from  Fenn’s  work  “On  the  Funds”  that  these 
securities  represent  a nominal  value  of : — 


British  Debt  .... 
Foreign  Loans .... 
British  Ilailvvays 
American  and  Foreign  Railways 
Colonial  Governments 
Indian  and  Canadian  Railways 
Corporation  and  Local  Debts  . 
Banks  ..... 
Gas  and  Water  Companies 
Miscellaneous  .... 


£784,000,000 

3.030.000. 000 
600,000,000 

1.000. 000.000 

188,000,000 

125.000. 000 

03.000. 000 

100.000. 000 

60.000. 000 
250  000,000 


r 


i 


Total 


£6,800,000,000 
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It  is  the  distinguishing  feature  of  the  London  Stock  Ex- 
change as  compared  with  continental  bourses  or  provincial 
exchanges,  that  it  is  always  an  open  market.  At  any  time 
during  the  ordinary  hours  of  business  stocks  or  shares  may 
be  bought  and  sold,  more  or  less  freely.  The  dealers  in  the 
House  are  prepared  to  make  a price  at  which  they  will  either 
buy  of,  or  sell  to,  the  brokers  with  whom  they  transact  busi- 
ness. The  difference  between  the  two  prices  given  varies 
according  to  circumstances  and  the  nature  of  the  stocks  dealt 
in.  In  limes  of  great  excitement  and  panic,  when  all  are 
seller.s  and  none  are  buyers,  the  dealer  widens  the  limit  of  the 
price,  and  reduces  the  amount  in  which  he  is  prepared  to  deal. 
Stocks  and  shares  which  are  more  readily  marketable  than 
others,  and  for  which  there  is,  in  ordinary  times,  an  active 
demand,  have  a narrower  range  than  those  in  which  the 
dealings  are  few  in  number  and  more  limited  in  amount. 
Speaking  generally.  Consols  are,  as  a rule,  quoted  at  L 
railway  stocks  at  ^ margin.  Thus,  the  dealer  is  prepared  to  buy 
Consols  at  95i,  or  sell  at  95  j,  and  deal  in  London  and  North 
Western  stock  at  149f  or  150.  It  is  scarcely  necessary  to 
say  tliat  in  buying  he  does  so  only  ivith  the  view  of  selling 
again  at  a profit,  or  if  he  sells — should  he  not  have  the  stock 
at  the  time — he  does  so  with  the  expectation  that  he  will  be 
able  to  buy  at  a lower  price  than  that  at  which  he  has  sold. 
He  stands  prepared,  however,  in  either  case  to  complete  the 
transaction,  either  by  delivering  the  stock  he  has  sold,  or 
paying  for  that  w'hich  he  has  purchased,  when  called  upon  to 
do  so,  according  to  the  terms  of  the  bargain,  and  the  rules  and 
regulations  of  the  Stock  Exchange.  In  critical  times  of 
business,  “ the  dealer’s”  position  is  by  no  means  an  enviable 
one.  Very  peculiar  qualities  of  mind  are  essential  to  consti- 
tute a succeesful  dealer  in  the  Stock  Exchange.  He  must 
have  nerves  which  will  not  quail  as  he  glances  over  his  list  of 
bargains  or  sums  up  the  huge  liabilities  which  he  may  have 
taken  upon  liimself.  He  must  be  keen  in  noticing  and 
prompt  in  availing  himself  of  any  indications  that  may  tell 
of  the  favourable  or  unfavourable  turn  of  the  market.  If,  after 
having  bought  a large  quantity  of  stocks  or  shares,  he  finds  that 
there  are  still  other  sellers  in  the  market,  that  the  supply  is  in 
excess  of  the  demaud,and  that  prices  are  falling  away,  or  when, 
having  sold  what  he  has  not  on  hand  to  deliver,  sees  that 
the  demand  for  the  stock  is  increasing,  and  that  the  public 
are  purchasing,  he  must  quickly  take  advantage  of  the  altered 
state  of  things,  and  buy  or  sell  so  as  to  make  his  “ book  even,” 
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The  total  value  of  the  property  dealt  in  is  such  as  to^  chal- 
enge  all  the  powers  of  the  intellect  to  grasp,  or  realise  its^ 
^xtent.  It  has  been  roughly  estimated  at  £6,800^000,000. 
These  figures  can  only  be  treated  as  astronomical  quantities, 
ind  something  like  the  plan  adopted  of  telling  how^  many 
V'ears  it  would  take  for  a cannon  ball  or  a ray  of  light  to 
traverse  the  vast  regions  of  space  which  divide  other  worlds 
from  this  can  enable  the  reader  to  appreciate  the  suras  which 
form  the  capitals  in  which  dealings  take  place  on  the  London 
Stock  Exchange.  The  sun,  for  instance,  is  95,000,000  of 
miles  from  the  earth ; but  these  figures,  represented  in 
pounds  sterling,  are  less  than  a seventieth  part  of  the  grand 
total  of  home,  foreign,  and  colonial  enterprises  which  form 
the  total  of  the  business  in  the  small  building  in  the  cit\ 
known  as  the  Stock  Exchange.^  Of  course  no^  one  dealer 
professes  to  buy  or  sell  in  every  claW  of  these  securities.  ^ Each 
dealer,  as  a rule,  whether  by  the  law  of  natural  selection  or 
some  other  form  of  development  of  the  proper  fitness  of^  things, 
confines  his  attention  to  some  particular  class  of  securities. 

The  business,  as  a rule,  is  divided  into  separate  markets, 
such  as — English  funds,  foreign  stocks  or  bonds,  banks, 
English  railway  stocks — subdivided  into  what  are  known  as 
the  heavies,*’ — Midland  and  North  AVesteim,  &c.  and  those 
which  by  distinction  may  be  termed  ‘Might,”  represented  as 
a rule  by  stocks  quoted  below  par — railway  debentures,  rail- 
way  preference  stocks,  Indian  railways,  Indian  and  Colonial 
Government  securities,  American  securities,  Canadian  rail- 
ways, mining,  telegraph,  gas  and  water  companies,  and  all 
companies  included  under  that  large  and  comprehensive  head 
of  Miscellaneous,”  ^ 

We  learn  from  Fenn^s  work  “On  the  Funds”  that  these 
securities  represent  a nominal  value  of : — 

British  Debt  ......  £784,000,000 

Foreign  Loans ......  3,030,000,000 

British  ilailways  .....  000,000,000 

American  and  Foreign  Railways  . . 1,000.000,000 

Colonial  Governments  ....  188,000,000 

Indian  and  Canadian  Railways  . . 125,000,000 

Corporation  and  Local  Debts  . . . 03,000,000 

Banks  . . . . 100,000,000 

Gas  and  Water  Companies  . . . 00,000,000 

Miscellaneous  ......  250  000,000 

Total 1*6,800,000,000 


It  is  the  distinguishing  feature  of  the  London  Stock  Ex- 
change as  compared  with  continental  bourses  or  provincial 
^ ^ exchanges,  that  it  is  always  an  open  market.  At  any  time 

during  the  ordinary  hours  of  business  stocks  or  shares  ma\ 
be  bought  and  sold,  more  or  less  freely.  The  dealers  iii  the 
House  are  prepared  to  make  a price  at  which  they  will  either 
buy  of,  or  sell  to,  the  brokers  with  whom  they  transact  busi- 
ness. The  difference  between  the  two  prices  given  varies 
according  to  circumstances  and  the  nature  of  the  stocks  dealt 
in.  In  times  of  great  excitement  and  panic,  when^  all  are 
sellers  and  none  are  buyers,  the  dealer  widens  the  limit  of  the 
price,  and  reduces  the  amount  in  which  he  is  prepared  to  deal. 
Stocks  and  shares  which  are  more  readily  marketable  than 
others,  and  for  which  there  is,  in  ordinary  times,  an  active 
demand,  have  a narrower  range  than  those  in  which  the 
dealings  are  few  in  number  and  more  limited  in  amount. 

^ ^ ^ Speaking  generally,  Consols  are,  as  a rule,  quoted  at  L 

railway  stocks  at  { margin.  Thus,  the  dealer  is  prepared  to  buy 
Consols  at  95*,  or  sell  at  95^,  and  deal  in  Loudon  and  North 
Western  stock  at  149f  or  15U.  It  is  scarcely  necessary  to 
say  that  in  buying  he  does  so  only  with  the  view  of  selling 
again  at  a profit,  or  if  he  sells — should  he  not  have  the  stock 
, at  the  lime — he  does  so  with  the  expectation  that  he  will  be 

able  to  buy  at  a lower  price  than  that  at  which  he  has  sold. 

■ He  stands  prepared,  however,  in  either  case  to  complete  the 

transaction,  either  by  delivering  the  stock  he  has  sold,  or 
paying  for  that  which  he  has  purchased,  when  called  upon  to 
do  so,  according  to  the  terms  of  the  bargain,  and  the  rules  and 
regulations  of  the  Stock  Exchange.  In  critical  times  of 
business,  “ the  dealer’s  **  position  is  by  no  means  an  enviable 
^ ^ one.  Very  peculiar  qualities  of  mind  are  essential  to  consti- 

tute a successful  dealer  in  the  Stock  Exchange.  He  must 
have  nerves  which  will  not  quail  as  he  glances  over  his  list  of 
I bargains  or  sums  up  the  huge  liabilities  w’hich  he  may  have 

taken  upon  himself.  Ho  must  be  keen  in  noticing  and 
prompt  in  availing  himself  of  any  indications  that  may  tell 
of  the  favourable  or  unfavourable  turn  of  the  market.  If,  after 
bavin  o-  bought  a large  quantity  of  stocks  or  shares,  he  finds  that 
there  are  still  other  sellers  in  the  market,  that  the  supply  is  in 
excess  of  the  demand, and  that  prices  are  falling  away,  or  when, 
having  sold  whut  ho  has  not  on  hand  to  deliver,  sees  that 
the  demand  for  the  stock  is  increasing,  and  that  the  public 
are  purchasing,  he  must  quickly^  take  advantage  of  the  altered 
^ state  of  things,  and  buy  or  sell  so  as  to  make  his  “ book  even,” 
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a 1(1  secure  for  himself  the  fractional  profit  on  his  clealiui^s. 
lailiipi^  to  do  this — as  is  very  frequently  the  case — the  dealer 
must  be  content  to  secure  himself  against  serious  loss  by 
hayingor  selling  the  particular  stock  required  to  cover  his 
t •ansactions.  It  is  scarcely  necessary  to  say  that  something 
mor(>  than  an  intuitive  instinct  ot  telling  the  state  of  the 
market  is  necessary  for  the  dealer.”  This  quality,  useful 
t lough  it  may  be,  would  avail  but  little  when  the  time  came 
t lat  the  bargain  had  to  bo  completed  and  the  money  provided 
fir  that  purpose.  In  other  words,  large  capital,  or,  what  is 
\ erv  otten  equivalent  to  it,  first-class  credit,  is  essentially 
1 eces-sary  for  the  successful  conduct  of  the  business  of  a 
c ealer  on  the  Stock  Exchange. 

For  the  protection  of  members,  as  well  as  in  the  interests 
cf  the  public,  the  rules  of  the  Stock  E.xchange  require  that  no 
member  shall  bo  admitted  who  cannot  satisfy  the  Committee 
£3  to  his  standing  in  respect  of  character  and  credit.  Every 
ipplicant  for  admission  to  the  House  must  be  recommended 
hy  three  members  of  not  less  than  four  years’  standing  who 
liave  ful tilled  all  their  engagements,  and  each  of  them  must 

< ngage  to  pay  t7ij0  to  the  creditors  of  the  applicant  in  case 
lie  should  be  declared  a defaulter  within  two  years  from  the 
date  of  liis  admission.  The  Committee  may  take  what  are 

■upposed  to  be  efficient  means  to  satisfy  themselves  as  to  the 

< haracter  and  credit  of  the  applicant.  Among  other  questions 
which  they  may  put,  and  wliich  those  who  recommeud  an 
; ipplicant  must  answer,  are  these  : — ■ 

“ Has  the  applicant  ever  been  a bankrupt,  or  has  he  ever  coin- 
jiounded  with  fiis  creditors  ! and,  if  so,  within  wliat  time,  and  what 
i .mount  of  dividend  has  been  paid  I” 

•‘Would  you  take  his  clieque  for  £3,000  in  the  ordinary  way  of 

)usines3 

“Do  you  consider  he  may  be  safely  dealt  with  in  securities  for  the 
, .ccount  I” 

The  experience  of  the  Stock  Exchange  in  recent  times  has 
,hown  that  even  with  these  safeguards  members  have  been 
idmitted  whose  cheques  for  £3, QUO,  if  payable  out  of  their 
)wn  balances,  would  have  been  but  a sorry  substitute  for  that 
imount  of  cash.  When  the  hour  of  tiial  comes  too  many  of  the 
veaker  brethren  succumb,  and  leave  to  their  sureties,  when 
lot  indemnified,  the  discharge  of  that  disagreeable  duty  which, 
IS  sponsors,  they  had  so  kindly  but  so  rashly  undertaken  in 
he  name  and  on  behalf  of  their  friends.  “ Black  Friday  ” 
II  18t)6  furnished  a very  lamentable  list  of  easmdties  on  the 
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settling  day  which  followed.  On  the  outbreak  of  the  Eianco- 
German  war  not  less  than  seventy  of  the  dealers  tell,  and  the 
nev’ci'-ending  Eastern  Question  has  claimed  neail\  as  iiian\ 

victiii’s  111  the  course  ol  its  varied qdiases.  ^ ^ 

The  mode  in  which  business  is  transacted  in  the  Stock 
Exchange  necessarily  places  the  “dealer”  to  a great  ex- 
tent an  the  mercy  of  his  customers.  All  that  striving  and 
straining  after  early  nows ; that  iiiLeiise  desire  to  have  the 
first  iiilbrniation  of  what  may  be  regarded  as  an  important 
event;  all  the  cleverly- arranged  codes  and  cyphers  ot  the 
teleu-raph  ; all  the  stratagems  to  which  resort  is  nad  for  tlie 
purpose  of  obtaining  exclusive  intelligence;  the  eugerness 
with  which  latest  editions  of  the  daily  papers  are  looked 
for;  and  the  impatience  with  which  the  telegram  is  awaded 
at  the  club  or  the  news-room — are  devised,  and  practised 
with  the  view  of  taking  advantage  of  the  dealer  oii_  the 
Stock  Exchange.  In  the  days  of  \Vaterloothe  news  ot  the 
victory  was  first  obtained  by  a wealthy  financial  house  in  the 
Citv,  and  before  the  dealers  had  any  intimation  of  the  result 
of  the  baitle  they  were  committed  to  transactions  in  seyeial 
millions  of  Consols.  A short  time  since  a serious  accident 
occurred  on  an  English  railway,  and  one  ot  the  passcugeis, 
hurrying  away  from  the  ghastly  wreck  and  the  scenes  ol  horror 
and  sufiering  among  those  who  had  a moment  before  been  his 
fellow-passengers,  reached  the  nearest  station  and  telegiaphed 
to  his  broker  to  sell  £20,0U0  of  the  stock  of  this  particulai 
railway,  judging  very  shrewdly  that  when  the  news  ot  the 
catastropiie  was  published  the  next  day,  he  would  be  able  to 
buy  tho  stock  at  a lower  price  than  that  at  which  he  had 
sold  it  to  those  who  were  wholly  ignorant  ot  the  sad  event. 
The  “dealer”  takes  the  risk  of  all  this.  He  knows  that  all 
the  world  is  leagued  against  him  ; but  with  his  “ eighth  to 
three-en^hths ” he  can  hold  his  own  iii  tho  appuieiitl^ 
unequal^ conflict.  Decisions  upon  which  the  peace  of  tho 
world  have  hung  may  be  given  by  Governments  which  have 
been  long  negotiating;  the  Eing  ot  Prussia  may  turn  his 
hack  upon  Beuedetti,  the  Ereiich  Minister,  and  the  Franco- 
German  war  commence ; unprincipled  foreign  Governments 
may  repudiate  their  eugagemeiils ; the  dividends  ot  lailway 
comp'aiiies  may  be  better  or  worse  than  was  anticipated,  some 
swindling  agent  of  a mine  in  the  Western  States  of  America 
may  report  enormous  discoveries  of  gold,  or  ot  laud  sown  with 
diamonds  and  rubies ; another,  that  some  flood  has  suddenly 
destroyed  the  favourable  prospects  of  mining  adventure. 
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T le  earliest  news  of  these  events  is  sought  and  obtained 
by  those  outside  the  House  who  wish  to  make  good 
Use  of  it — in  other  words,  to  buv  of  or  sell  to  those  who  it  is 
h('ped  have  not  yet  become  acquainted  with  the  facts.  In  no 
plice  in  the  world  are  so  many  “shaves”  and  reports 
circulated,  and  for  the  time  recklessly  adopted,  as  in  the 
Slock  Exchange.  Nowhere,  perhaps,  are  calculations  and 
es  tiraates  of  so  little  value  as  aids  in  the  transaction  ol 
business.  The  “dealer”  or  “jobber’'  stands,  as  it  is 
fiuniliarly  termed,  to  be  “shot  at.”  The  experienced  dealer 
— -alwa}’s  provided,  however,  that  he  has  tlie  necessary  capital 
01  credit  at  his  command — soon  becomes  inur<id  to  his  position 
as  a living  target.  The  doctrine  of  averages,  or  chances,  are 
it  his  favour,  as  well  as  against  him.  It  the  untoreseen  always 
h;  ippens,  it  happens  sometimes  tor  good  as  well  as  tor  evil.  The 
“ whirligig  of  time  revolves  tor  him  as  for  others,  and  in 
d le  course  patience  is  rewarded.  “ All  things  come  to  him 
who  waits,”  is  an  old  proverb,  which  in  his  daily  experience 
is  proved  by  the  dealer  on  the  Stock  Exchange.  It  is  a 
lesson  somewhat  hard  to  learn,  and  many  an  unpleasant 
“ quarter  of  an  hour  is  passed  before  the  mind  and  nerve  are 
b ’ought  into  a position  thoroughly  to  appreciate  the  lesson 
a id  estimate  its  practical  value.  This  period  of  waiting,  this 
r:sk  of  loss  upon  the  transaction,  is  accurately  measured  by 
tlie  fractional  difference  between  the  buying  and  selling 
p ’ices  which  the  dealer  makes.  That  is,  in  tact,  his  insurance 
against  risk  and  loss.  Combinations  may  be  made,  syndicates 
a id  cliques  may  be  formed  to  raise  or  depress  the  price  ot  any 
p irticular  stock  or  shares,  of  which  the  “ dealer  ” knows 
njthing  until  he  has  been  committed,  'without  any  immediate 
pmspect  of  escape  from  loss  in  the  bargains.  He,  however, 
p itiently  bides  his  time  ; — the  syndicate  will  one  day  be  broken 
uy  The  men  who  have  bought  of  him  a hundred  thousand 
slock  must  one  day  sell  it;  or  those  who  have  “saddled” 
him  with  it  must  buy  it  back.  Every  speculative  transaction 
n.ust  be  twofold  in  its  character.  Huy  tirst  and  sell  aiter- 
V ards  ; or  sell  first  and  buy  afterwards,  is  a law  which  applies 
imt  less  to  the  Stock  Exchange  than  to  every  other  braiicli  of 
b isiness  in  which  profit  and  loss  enter  as  an  element  in  the 
t]  ansaction.  AVhen  at  last  the  day  of  final  settlement  comes 
the  dealer  will  be  careful  to  make  his  market  accordingly,  if 
h3  has  not  already  taken  advantage  of  the  many  tiuctuations 
\^hich  are  constantly  occurring  to  “job”  in  and  out  of  his 
slock,  and  gradually  bring  about  a balance  of  his  transactions.  J 
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Dealing  of  this  kind  is  the  result  of  those  speculative 
operations  whicli  have  grown  up  year  by  year  until  they 
^ have  developed  into  a systematic  business,  outside  of,  and 

extraneous  to^  what  may  be  regarded  as  the  ordinary  and 
recognized  work  of  the  Stock  ^Exchange.  Speculation  is  a 
species  of  fungus  which  adheres  to  the  body  of  legitimate 
business.  It  has  its  origin  in  the  eager  desire  of  tho>e  who 
“ make  haste  to  be  rich/^  and  of  whom  it  has  been  said,  they 
fall  into  many  snares.’^  The  dealer  in  the  House  has  no 
opportunities  of  knowing  until  too  late  whether  the  bu}ing 
or  selling  to  which  he  has  been  made  a party  is  for  purposes 
of  speculation,  or  for  actual  investment.  At  the  periodical 
days  of  settlement  he  is  able  to  form  a pretty  shrewd  esti- 
mate of  the  nature  of  the  transaction  to  which  he  has  been  a 
party,  and  the  unlucky  speculator  who,  led  by  ill-advice  or 
I i tempted  by  visions  of  large  profits,  has  gone  beyond  his 

means,  soon  learns  by  bitter  experience  the  lolly  of  “ making 
believe  in  the  buying  of  stock  or  shares  which  he  has  not  the 
means  of  paying  for,  or  selling  what  he  is  not  able  to  deliver. 
All  the  little  plots  and  contrivances  by  which  it  was  hoped  to 
deceive  the  dealer  recoil  upon  the  head  of  the  luckless 
speculator.  The  rovge^^  is  ‘‘  notry^^  the  noir  is  ‘‘  rougey 
and,  baffled,  disappointed,  and  fortunate  if  not  ruined,  he 
retires  from  the  unequal  contest,  and  indignantly  denounces 
as  gambling  the  means  by  which  he  hoped  to  win  a fortune 
for  himself  at  the  expense  of  his  partners  in  the  game  in 
which,  voluntarily  and  of  his  own  free  will,  be  had  become 
a party. 


^^THE  BROKERS." 

Xo.  III. 

' It  has  always  been  regarded  as  a matter  ol  importance  that 
the  functions  of ‘^broker”  and  “ dealer on  the  Stock  Ex- 
change should  be  perfectly  distinct.  It  is  obvious  that 
abuses  of  a very  serious  kind  must  arise  when  this  salutary 
rule  is  departed  from.  The  broker,  who  acts  simply  as  an 
agent,  is  forbidden  by  the  very  terms  of  bis  occupation  from 
dealing  on  his  own  account  in  the  matters  and  tilings  wliich 
form  the  subject  of  his  daily  transactions.  His  duty  is  to 
deal  for  and  not  wiili  his  principal.  It  is  expected  that,  in 
acting  as  agent,  he  will  always  act  upon  the  sound  principle 
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o ' buyinpr  in  the  cheapest  and  selling  in  the  dearest 
n arket/’  The  contidence  which  is  reposed  in  him  would  be 
justly  forfeited  by  any  departure  from  the  clearly-dctined 
principles  which  are  implied  and  generally  understood  in  the 
r ’lations  between  the  broker  and  his  principal.  The  duties 
o * brokers  are  very  clearly  dehned  in  the  oath  which  they 
y ere  formerly  required  to  take  when  admitted  by  the  Court 

0 ‘ Aldermen  to  act  as  brokers  within  the  city  of  Loudon, 
d he  regulations  then  required — 

“ That  every  peison  shall,  upon  his  admission,  take  an  oath  -truly 
a:  id  faithfully  to  execute  the  office  of  broker  between  party  and  party 
ii  all  thint53  pertaining  to  the  duty  of  the  said  office,  without  fraud  or 
c<  llusion,  to  the  best  and  utmost  of  his  skill  and  knowledge  ; that  he 
si  .all  in  all  cases  reveal  the  name  of  his  principal,  and  neither  deal  in 
g lods  on  his  own  account,  nor  barter  and  sell  again,  nor  make  any 
g lin  in  goods  beyond  the  usual  brokerage.’^ 

The  principles  embodied  in  this  regulation  applies  equally 
t(  I stock  and  share  brokers  as  well  as  to  those  engaged  in  ship 
insurance,  bill,  or  Custom-house  business.  The  Court  of 
j^.ldermen,  in  the  exercise  of  its  ancient  privileges,  still  claim 
t le  right  to  appoint  and  licence  all  persons  acting  as  brokers 

V ithin  the  city  of  London.  An  annual  fee  of  i-o  is  paid  for 
t lis  privilege,  and  the  revenue  from  this  source  yields  a very 
handsome  sum  to  the  Corporation.  Up  to  a very  recent 
period  the  members  of  the  Jewish  persuasion  were  treated 
8 )mewhat  harshly  in  this  respect  by  the  Mayor  and  Court  of 

1 Jdermen.  Only  twelve  of  their  number  were  permitted  to  act 
a 3 brokers.  The  silver  medal  which  he  in  common  with  the 
c ther  brokers  then  received  was  transferable,  and  has  been 
s )ld  at  prices  ranging  from  £800  to  £1,500.  Upon  the 
decease  of  any  Jewish  holder  of  a medal  which  had  not  been 
t ’ansferred,  the  appointment  fell  to  the  Lord  Mayor  for  the 
t me  being,  who  received  not  unfrequently  as  much  as  £1,500 
f)r  the  nomination  and  appointment  to  the  vacant  office. 
1 hese  exclusive  privileges  have  now  ceased.  It  is  no  longer 
r squired  that  an  applicant  for  a license  as  a broker  should  be 
a citizen  or  “ freeman  ” of  the  city  of  Loudon,  or  should 
p roduce  eight  good  citizens  to  vouch  for  his  respectability. 
I .ny  person  who  is  in  a position  to  pay  £5  to  the  Chamberlain 

0 f the  City  of  London  may  obtain  a licence  to  act  as  broker 

V ithin  the  City  of  London,  though  it  docs  not  give  him 
t ie  necessary  qualification  to  act  as  broker  in  the  Stock 

1 xchangCj  and  may  continue  to  act  in  that  capacity  so  long 
as  he  makes  the  annual  payments.  This  comparative  “ free- 


dom of  trade”  within  the  City  has  drawn  to  the  Stock  Ex- 
change, as  to  many  other  trades  where  “brokerage  is 
applicable,  a large  number  of  pm-sons,  of  some  of  whom  it  may 
safely  be  assumed  that  it  would  be  well  if  their  attention  and 
activity  had  been  directed  to  other  jiursuits. 

Tlie’dealers  or  “ jobbers  ” in  the  House  are  not  allowed  to 
act  as  brokers  ; but  the  line  of  demarcation  which  has  been 
laid  down  as  between  dealer  and  broker  is  in  some  instances 
violated  by  the  brokers.  We  hear  of  one  or  two  well-known 
firms  of  brokers  who  “ deal  ” largely  in  some  descriptions  of 
American  Lailway  securities.  So  long  as  this  is  clearl}  and 
distinctly  understood  by  ihc  client  who  wishes  to  purchase 
the  particular  stock  which  his  broker  has  to  sell,  the  tiansac- 
tion  might  not  be  a mischievous  one  ; but  it  is  a practice 
liable  to^’considcrable  abuse.  Some  few  years  since  one  of  our 
judges  laid  it  down,  as  a matter  of  law,  that  “ a broker  ought 
never  to  buy  or  sell  on  his  own  account,  and  that  he  could 
only  purchase  for  himself  through  the  agency  of  another 
broker.'’  The  law  regards  with  extreme  jealousy  the  relations 
of  broker  and  client,  as  is  shown  in  the  foim  of  oath  foimeily 
required  to  bo  taken  on  his  admission  by  the  broker.  ^ Of 
course,  in  any  purchase  or  sale  made  directly  to  his  principal 
the  broker  is  not  entitled  to  charge  any  commission  ; and 
any  infraction  of  this  rule  would  render  him  liable,  not  only 
to  expulsion  from  the  Stock  Exchange,  but  to  heavy  penalties 
enforced  against  him  by  the  Corporation  of  London.  In  any 
case  in  which  a purchaser  has  reason  to  believe  that  his 
broker  has  acted  in  this  illegal  manner,  or  should  refuse  to 
o'ive  up  the  name  of  the  dealer  with  whom  the  bargain  has 
been  made,  he  should  at  once,  in  the  interest  of  the  Stock 
Exchange  itself,  as  well  as  for  the  protection  of  the  public, 
communicate  with  the  Committee  of  the  Stock  Exchange  on 
the  subject,  and  ask  to  have  the  matter  investigated. 

The  stocks  and  shares  in  which  the  broker  may  be  called 
upon  to  deal  are  numerous  and  varied  in  their  character. 
The  daily  official  list  of  prices  includes  the  names  of  about 
1,350  different  kinds  of  securities.  The  British  lunds  and 
Indian  Government  Securities  are  32  in  number ; Colonial 
Government  Securities,  50.  There  are  not  less  than  lo2  issues 
of  foreign  stocks  ; English  railway  ordinary  shares  number 
61  There  are  lo3  preference  stocks  oi  English  railwayb , 
leased  lines  are  41  in  number ; debentures,  40 ; colonial 
rail  wavs,  56 ; Indian  railway  debentures,  16  ; foreign  rail- 
ways, h ; American  railways,  89  ; foreign  railway  obligations, 
52 ; banks,  75  ; British  mines,  28  ; colonial  and  foreign  mines, 
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4 5 ; telejjrapbs,  32  ; insurance  companies,  55  ; <?as  cora- 
pi  nies,  63;  docks,  waterv\’orks,  and  canals,  30;  bonrl,  loan, 
and  trust  companies,  58;  miscellaneous,  inclading  coal,  cop- 
p sr,  iron,  commercial,  financial  and  industrial,  land,  ship- 
p ng,  tea,  tramways,  and  other  companies,  are  represented 
b r a total  of  eighty-one  companies.  The  broker  is  often 
e:;pected  to  be  able  to  advise  and  give  His  o])inion  as  to  the 
n erits  of  each  of  these  securities.  He  must  not  only  know 
tl  eir  actual  but  their  relative  merits  and  position  to  each 
0 her.  He  is  expected  to  be  able  to  give  an  answer  as  to 
tl  e resources  of  every  foreign  Grovernment  whose  stock  is 
q loted,  and  to  know  the  intentions  of  each  Government  as  to 
tl  e payment  of  the  next  coupon,  and  the  probability  of  their 
p inctual  payment  thereafter.  He  must  balance  in  his  own 
n ind,  and  convey  clearly  to  the  comprehension  of  his  client, 
tl  e points  which  induce  him  to  think  one  stock  bettor  than 
another.  If  his  client  wishes  to  invest  in  a railway  stock,  he 
enpects  to  bo  informed  of  the  capital  already  raised,  the 
amount  to  be  expended  in  the  future,  the  gross  and  net 
r(!venues,  the  dividends  for  years  gone  by,  and  the  prospects 

0 ‘ the  future.  In  regard  to  mines,  he  must  be  able  to  tell 
t le  latest  information  of  a “ cross  cut  ” of  a lode,  the  number 
o'  fathoms  sunk,  the  capital  raised,  the  percentage  of  the 
o’es.  To  satisfy  the  requirements  of  his  clients  he  must  be 
a a animated  cyclopaedia,  with  every  page  posted  up  with  the 
Iitest  information,  whether  supplied  in  carefully  prepared 
official  reports,  or  flashed  by  the  telegraph  as  the  latest  piece 
of  news  Irom  all  parts  of  the  world.  It  is  in  vain  that  the 
r ?allv  conscientious  broker  protests  that  he  is  not  infallible. 
T he  investor  wishes  to  find  a safe  security  in  which  to  deposit 
h is  monev,  and  at  the  same  time  one  that  will  pay  large  and  im- 
p roving  oividends;  and  not  only  does  he  require  this  advice  and 

1 formati*  n from  his  broker,  but  he  expects  to  be  informed 

V hen  is  the  proper  time  to  buy  or  sell. Those  of  his  clients 

V ho  are  of  the  speculative  class  wish  to  know  the  condition 
of  the  market,  the  state  of  the  account  in  which  direction  it 
i:i  tending — whether  towards  a fall  or  a rise.  In  the  old 
t me,  when  there  were  comparatively  few  securities  in  which 
t)  deal,  the  broker — cautious,  prudent  man — laid  it  down  as 
a rule,  from  which  he  rarely  departed,  that  he,  Avhile  pre- 
pared to  act  to  the  best  of  his  ability  for  his  clients,  declined 
t' ) give  advice.  Consols  and  a few  favourite  foreign  stocks, 
I ast  India  stock,  or  such  like  solid  investments,  offered 
t lemselves  as  securities,  and  in  any  of  txiese  he  was  always 
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ready  and  willing  to  invest  bis  clients^  money.  It  was 
not  necessary  for  the  broker  in  those  days  to  trouble  him- 
self to  ascertain  facts  or  make  hluiselt  acquainted  with 
the  ever- varying’  elements  wdiicli  entered  into  tlie  calculation 
of  the  value  of  any  particular  stock.  Xow,  however,  serious 
work  of  this  kind  has  to  be  undertaken.  It  is  impossible  tor  the 
broker  to  carry  in  his  head  all  the  particulars  respecting  the 
large  muss  ot  stocks  in  which  he  may  have  to  deal,  lie  cun^ 
call,  ho'vever,  to  his  aid  most  complete  and  reliable  books  ot 
reference,  and  carefully-compiled  tables  ot  statistics  upon 
every  form  and  variety  ot  security.  Slaughter  s Itailway 
Intelligencer^^  is  a work  remarkable  tor  the  completeness  and 
accuracy  of  its  information  in  regard  to  i*aiUva\  s , Ingall  s 
‘^Handy-Book  on  Foreign  Loans  F’  Fenn  on  the  Funds 
SkinneFs  “ Stock  Exchange  Manual;*'  the  monthly  issue  of 
the  “InvestoFs  Manual"  by  our  contemporary,  the  IJcoHOhtUt ; 
the  daily  and  weekly  official  lists  ot  Mr.  Wetenhall;  and, 
we  may  add,  the  analyses  of  the  accounts  of  the  railway  com- 
panies, published  in  the  pages  ot  the  lluilwctij  i\  tuy-s*— atiord  to 
the  broker  ready  and  convenient  modes  ot  obtaining  iiitormatioii 
upon  the  matters  on  which  he  is  called  upon  to  express  an 
opinion.  It  often  happens,  and  necessarily  so,  that  circum- 
stances arise  which  were  not  toreseen,  and  the  particular  form 
of  security  recommended  proves  disappointing  in  its  results, 
and  the  investor  who  but  yesterday  placed  the  most  implicit 
confidence  on  the  advice  ot  his  broker,  finds  sccuiity  de- 
preciated in  value,  or  the  speculator  fiuds  to  his  disgust  that 
the  stock  or  shares  fall  w’hen  they  ought  to  rise,  or  rise  w hen 
he  bud  contemplated  they  should  fall ; and,  smarting  irom 
loss  and  vexation  and  disappointment,  he  denounces  stock- 
brokers, stockjobbers,  and  the  Stock  Exchange,  as  a com- 
bination of  gamblers,  and  himself  as  their  innocent,  helpless 

victim. 

Among  the  members  of  the  Stock  Exchange  there  are 
brokers  and  there  are  brokers.^  It  is  said  tliere  are  brokers 
whose  main  object  is  business,  and  wdiose  chief  desiie  is 
commissions.  It  is  quite  possible  that  there  is  some  founda- 
tion for  this  charge.  It  is  fair  to  say,  liowever,  that  in  several 
of  the  instances  wdiich  have  been  brought  forw’ard  in  w hich 
brokers  have  been  charged  with  encouraging  their  clients  to 
speculate  to  an  extent  beyond  their  means,  the  evidence  has 
not  been  of  a verv’’  conclusive  character.  About  four  \ears 
since  a case  occurred  in  which  a member  ot  a noble  family 
accused  his  broker  of  fictitious  dealings  lor  hiiu  that  he  had, 
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i]  L fact,  set  up  a “ dummy  ” principal,  and  that  the  bargains 
■which  he  represented  he  had  made  had  really  never  been 
e itered  into,  and  the  claims  for  losses  arose  to  a great  extent 

0 it  of  these  fictitious  transactions.  The  case  was  fully  inves- 
t:  gated  by  the  Committee  of  the  Stock  Exchange,  and  subse- 
qaently  heard  at  the  Guildhall  Police-court,  but  the  evidence 
V holly  failed  to  sustain  the  charge.  An  impartial  investiga- 
t on  into  allegations  of  this  kind  would,  we  believe,  result  in 
8 lowing  that  the  blame  of  excessive  speculation  rests  at  least 
a 3 heavily  upon  the  principal  or  outsider,  as  upon  the  broker, 
a ad  no  complaints  of  the  nature  would  certainly  ever  be  heard 
i ' the  result  of  the  speculations  had  shown  a profit  upon  the 

1 alance  of  the  transactions. 

The  commission  for  brokerage  is  a much -vexed  question, 

£ nd  has  given  rise  to  great  discussion  among  the  members 
( f the  Stock  Exchange  themselves ; and  it  has  not  unfre- 
c uently  happened  that  the  public  have  had  occasion  to 
complain  of  the  charges  under  this  head.  Many  of  the 
iiembers  wish  for  an  authorised  scale  of  charges,  from  which 
]io  deviation  should  be  made  without  incurring  the  risk  of 
( ensure  or  penalty  by  the  Committee  of  the  Stock  Exchange. 
.Vpart  from  the  difficulties  which  would  exist,  in  the  first 
i nstance,  of  arriving  at  a mutual  agreement  as  to  such  a scale 
of  charges,  and  of  enforcing  compliance  with  such  a scale,  it 
;s  felt  by  another  large  section  that  the  adoption  of  such  a 
( lourse  would  be  in  opposition  to  that  unrestricted  competition 
vhich  enters  so  largely  into  all  the  transactions  of  trade  and 
Dommerce  in  the  present  day.  Any  attempt  to  draw  “a  hai’d 
ind  fast  line  would  certainlv  fail  to  secure  uniformitv  in 
I lharges.  Means  of  evasion  would  very  quickly  be  found  by 
hose  among  the  members  who  regarded  their  personal  in- 
erests  of  greater  importance  than  the  cultivation  of  an  esprit 
Je  corps  among  the  general  body  of  which  they  are  members, 
fhere  are  among  the  brokers  of  the  Stock  Exchange  not  a few 
vho  are  known  as  “ runners,”  who  transact  business  for  large 
irms,  and  who  obtain  business  by  being  the  first  to  carry  news 
)f  any  important  event  or  movement  in  the  market.  These 
ictive  members  are  as  a rule  not  unwilling  to  work  for  a 
smaller  commission  than  their  more  staid  and  easy-going 
3rethren.  They  are  sharp,  shrewd  men  ; they  buy  or  sell 
it  very  close  margins,  and  acting,  as  they  do,  with  so 
much  promptitude,  they  are  enabled  to  do  bargains  often 
more  favourable  for  their  principal  outside,  than  for  the  dealer 
n the  House,  ■who  acts  without  the  information  which  the 
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other  party  to  the  transaction  possesses.  The  practice  of 
“ sharing  commissions  with  persons  introducing  business  is 
another  "point  upon  which  complaints  are  sometimes  made. 
It  appears  difficult  by  any  regulation  to  prevent  this, 
even  if  the  matter  were  thought  to  be  of  sufficient  import- 
ance to  make  the  attempt,  and  the  Committee  of  the 
Stock  Exchange,  if  well  advised,  will  not  interfere  ^ in 
matters  which  they  would  be  powerless  to  control,  and  which 
must  be  left  to  regulate  themsclv'es  by  the  action  of  that  law 
of  supply  and  demand  which  is  recognized  in  every  other 
department  of  trade  and  commerce.  There  is  a sufficient 
amount  of  competition  among  the  1,200  brokers  on  the  Stock 
Exchange  to  prevent  any  successful  combinations  against  the 
public.  The  question  of  uniform  rates  of  charges  is  one  that 
affects  the  members  of  the  House  / liter  se,  rather  than  their 
customers.  The  one  point  which  interests  the  public  is  that 
anv  business  which  they  may  have  to  transact  in  the  Stock 
Exchange  should  be  done  well  and  efficiently.  Ihe  brokci 
who  sho"ws  himself  anxious  and  earnest  for  business,  and  ready 
to  undertake  it  at  low  rates  of  commission,  will  not  be  found 
among  the  most  substantial  members  of  the  House  ; and  those 
who  possess  the  greatest  command  of  capital  and  enjoys  the 
laro-est  amount  of  credit  are  those  who  can  command  the  best 
terras  with  the  “ dealers.”  It  would  be  the  height  of  folly 
on  the  part  of  the  principal  to  employ'’  a broker  because  his 
commission  was  a fraction  lower  than  his  neighbours,  if  he  is 
unable  to  do  the  business  with  which  he  is  charged  as  favour- 
ably as  one  who  stipulates  for  what  he  regards  as  a remu- 
nerative commission. 


THE  COMMITTEE  EOU  (iEXEllAL 

PURPOSES. 

Xo.  IV. 

The  resignation  of  tlie  Comraittoe  for  General  Purposes, 
and  the  re-election  of  a large  majority  of  the  old  members, 
have  attracted  considerable  attention  to  the  constitution  ot 
this— the  governing  body  of  the  Stock  Exchange,  and  tE' 
nature  of  the  duties  which  they  have  to  discharge.  On  this 
latter  point  some  considerable  misappreliension  appears  to 
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ex  st  in  the  mind  of  the  <^oiieraI  public.  In  order  to  form  a 
CO  Tect  opinion  on  the  subject,  it  is  necessary  to  have  a clear 
an  1 distinct  understanding^  ot  what  the  Stock  Itxchan^e  reall} 
is.  Tt  is  simply  a mart  for  the  buying  and  selling  ot  stocks 
and  shares,  and  the  business  in  these  articles  Is  conducted  for 
and  on  behalf  of  the  public  through  the  medium  of  brokers 
and  dealers,  whose  duties  and  functions  have  already  been 
fu  ly  explained  in  previous  articles  of  tills  series.  Although 
hi  vino-  and  selling  forms  the  occupation  of  the  members  of  the 
Stock'^Exchange,  the  things  bought  and  sold  differ  in  a most 
in.portant  feature  from  the  commodities  forming  the  staple  of 
hi  siness  of  other  markets.  The  stocks  and  sliarcs  dealt  in  on 
the  Stock  Exchange  ai-e  merely  representativ(!  names,  and  are 
m>t,  as  in  the  case  of  corn  or  cattle,  the  actual  things  them- 
selves, and  cannot  be  bougiit  or  sold  by  sample.  In  their 
p'  irchuse  or  sale  none  of  those  corporeal  senses,  which  expe- 
ri ?nce  supplies  as  a test  ot  the  value  of  other  articles,  aie 
b -ought  into  requisition.  A bargain  to  buy  or  sell  Consols  or 
r;il\i"ay  stocks  is  complete  when  the  sliares^  or  documents 
r<  presenting  the  specified  portion  of  capital  has  boon 
d ^livere^l  by  the  vendor  to  the  purchaser.  It  is  the  business 

0 ' the  Stock  Exchange  to  see  that  these  securities  are  de- 
livered in  proper  order  to  the  purchaser,  and  after  that  its 
i-iisponsibility  ceases. 

It  cannot  be  too  distinctly  understood  that  It  is  no  part  of 
t le  budness  of  the  Stock  Exchange  to  give  a guarantee  or 
V arrantv  of  the  specific  value  of  the  particular  security  dealt 
in.  As' a body  tlie  Stock  Exchange  is  not  responsible  for 
s atements  ]iut  forward  by  foreign  or  colonial  Goveriimeiits 
N itli  respect  to  the  soundness  of  their  financial  position,  or 
t leir  ability  or  Avillingness  to  meet  their  engagements.  It 
( oes  not  vouch  for  the  accuracy  of  the  promises  made  by 
] romotm-s  of  public  companies  in  the  pro-<poctuses  ot  the 
indertakings  they  bring  before  the  public.  It  makes  no 
critical  examinati'on  of  reports  of  rail  way  or  other  companies, 

1 or  inquires  into  the  question  of  whether  the  dividends  have 
Icon  fairly  earned,  or  whether  the  companies  arc  solvent  or 
i.isolvent.'  It  has  no  machinery  for  instituting  such  inquiries 
I s would  enable  it  to  form  a correct  and  trustworthy  opinion 
i 11  the  subject,  and  it  is  difficult  to  see  how  such  a task  or 
1 esponsihiiitv  could  bo  successfully  undertaken  even  by  the 

Joard  of  Trade  or  any  other  constituted  authen-ity.  Ihose 
: re  matters  in  whii-h  the  public  must  exercise  tiudr  own  dis- 
rretlon,  and  on  which  they  must  form  their  own  judgment. 
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The  froverning  body  consists  of  thirty  members,  and  is,  as 
above  stated,  caflecl  “The  Committee  for  General  Purposes.’ 
Any  member  having  been  a incnibm-  of  the  House  for 
not  less  than  five  years  is  eligible  us  a caudulate  lor  a 
seat  on  the  Committee.  The  election  takes  place  on  the 
20th  of  March  for  the  year,  coinmeneing  on  the  25th  of  ihat 
month,  and  those  elected  remain  in  office  for  twelve  mouths. 
In  accordance  with  the  deed  of  settlement,  every  member  is 
entitled  to  vote,  and  so  broad  is  the  basis  of  this  traiichiso 
that  members  are  not  disqualitied  even  though  they  irave 
not  paid  their  subscriptions.  The  votes  are  taken  by  ballot. 
The  duties  of  the  Committee  are  legislative  as  well  as  execu- 
tive. It  has  power  to  make  rules  and  regulations,  as 
vided  for  by  the  deed  of  settlement.  _ It  can  admit,  suspend, 
or  expel  members,  and  make  regulations  as  to  the  mode  and 
conditions  under  which  business  shall  be  conaucted,^  and 
“ crenerallv  for  the  good  order  and  government  of  the 
mSnbers  of  the  Stock  Exchange,  and  may  from  tune  to  time 
amend,  alter,  or  repeal  such  rules  and  r.;gulations,  or  any  of 
them,  and  may  make  any  new,  amended,  or  additional  rules 
and  regulations  for  the  purposes  aforesaid.”  In  the  exercise 
of  its  executive  functions  it  has  the  power  to  call  beioic 
it  all  members,  or  their  clerks,  and  require  them  to  gne 
such  information  as  may  he  in  their  possession  relative  to 
any  matter  under  investigation.  Its  powers  extend  even  to 
members  of  the  Commiitee  itself,  and  it  may  expel  any  such 
member  who  may  be  guilty  of  improper  conduct._  Ibe 
functions  of  the  Committee  also  extend  to  the  investigation 
of  complaints  by  non- members  against  members,  in  sucli 
cases  as  may  he  considered  fitting  to  their  udjudicatiun,  the 
complaining  party  agreeing  beforehand  to  be  bound  by  t le 
decision  of  the  Committee,  and  in  this  branch  of  their  du^ 
questions  and  disputes,  which  might  lead  to  much  cobtly 
and  doubtful  litigation  in  the_  courls_of  law,  are  disposed  ot 

upon  principles  ot  equity  and  justice^, 

Heai-in.--  m mind  the  nature  of  the  business  transacted  on 
the  Stock'’Exchange,our  readers  will  at  once  understand  that 
it  is  most  essential  that  all  contracts  entered  into  should  be 
inviolable  in  their  character.  It  is  with  a view  of  caii}ing 
out  the  honourable  fulfilment  of  bargains  made  not  only  mter 
sc,  hut  with  the  public,  that  the  rules  and  regulations  of  the 
Stock  Exchange  have  been  iiamed  and  moditied  horn  time  to 
time.  Every  rule  and  regulation  of  the  institution  has  been 
framed  in  accordance  with  this  iundameiitul  principle,  and 
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cx])erieiice  has  fully  denionstrated  the  value  of  a strict  per- 
fornnance  of  contracts.  Mr,  Cohen  stated,  in  a recent  letter 
to  ;he  that  the  transactions  on  the  Stock  Exchange  for 

ono  fortnight  exceeded  3U0  millions  sterling,  nominal  value. 
Oct  of  the  transaction  of  this  enormous  amount  of  business 
no . a single  case  of  default  arose.  \et  it  was  all  done,  in  the 
fir.  .t  instance,  on  mere  verbal  contracts.  The  broker  inquires 
of  the  jobber  the  price  at  which  he  is  prepand  to  deal ; he 
gr 'es  the  ptices  at  which  he  will  buy  or  sell,  and  if  thej^aie 
wi.hin  the  limits  of  the  broker’s  instructions  the  bargain  is  at 
on  je  concluded.  That  is  the  whole  transaction.  The  bargain 
is  afterwards  checked  by  the  dealer  or  his  clerk,  and  the  cou- 
tri  ct  entered  into  is  to  all  intents  and  purposes  as  inviolable 
ani  as  binding  as  if  fenced  round  with  all  the  penalties  and 
grarantees  known  to  the  legal  profession.  All  contracts 
th  IS  entered  into  must  be  settled  by  cash  at  the  specified 
til  le.  In  stocks  and  shares,  bargains  are  made  for  settlement 
either  at  the  middle  or  at  the  end  of  the  month.  In  Consols 
th?re  is  a monthly  settlement.  At  these  settlements  all 
bargains  and  contracts  previously  made  must  be  brought  to  a 
cL  ise ; the  stocks  must  be  paid  for  or  delivered,  or  arrange- 
m ;nts  made  for  their  continuation  under  contracts  which  con- 
st tute  a purchase  or  sale  of  the  specific  amount  of  stock  for 
the  current  account,  and^>£T  contra,  a sale  or  purchase  for  the 
fb  low'ing  account. 

It  may,  and  sometimes  does,  happen  that  in  consequence 
of  financial  or  political  difiBculties,  seasons  of  panic  occur, 
se3urities  become  practically  unsaleable,  and,  consequently, 
the  settlement  of  bargains  a matter  of  great  difficulty.  Any 
member  who  through  causes  of  this  or  a similar  nature 
cannot  meet  his  engagements  is  promptly  dealt  with,  and 
" aammered  ’’  forthwith!  On  such  occasions  members  aw^ait 
ai  xiously  the  announcement  of  one  of  the  officers  of  the 
House,  who,  standing  in  the  centre  of  the  hall,  strikes  three 
blows  with  his  mallet,  and  in  an  interval  of  silence,  exclaims, 
“ Gentlemen,  John  Noakes  begs  to  inform  the  House  that  he 
Cinnot  comply  with  his  bargains,”  Upon  this,  the  official 
assignee  fixes  the  prices  at  wdiich  all  open  bargains  are  com- 
pulsorily closed,  such  prices  being  those  current  in  the  market 
immediately  previous  to  the  declaration.  The  defaulter  is 
b(  und  in  accordance  with  the  lules  to  hand  to  the  official 


a(  signee  a statement  of  his  assets  and  liabilities,  and  this 
oficial  at  once  proceeds  to  the  realization  of  the  estate,  which 
h(f  distributes  as  early  as  possible  amongst  the  creditors. 
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■Where  the  defaulter  has  made  restitution,  and  has  paid  out 
of  his  own  resources  not  less  than  6s.  8d.  in  the  pound  of  his 
liability,  he  may  become  eligible  for  re-admission,  and  the 
consideration  of  claims  of  this  description  forms  a part  of  the 
duties  of  the  governing  body.  If  the  Committee  is  satisfied 
that  the  cause  of  failure  arose  from  default  of  a principal,  that 
there  was  no  bad  faith  or  breach  of  the  regulations  of  the 
House,  that  the  defaulter’s  operations  had  beeu  reasonable 
and  in  proportion  to  his  means,  and  that  his  general  conduct 
had  been  irreproachable,  the  defaulter  is  re-admitted  with  a 
first-class  certificate.  If  his  conduct  has  been  marked  by 
indiscretion  or  want  of  caution,  he  receives  a second-class 
CGrtificate  5 and  those  whorn  thG  Cornmittee  may  not  feel 
warranted  in  excluding,  and  are  ineligible  for  a first  or 
second,  may  be  admitted  with  a third-class  certificate.  As 
regards  the  principals  of  brokers,  they  are  admitted  to  claim 
upon  the  estate  upon  the  same  footing  as  members,  and  in 
practice  it  is  found  that  they  are  glad  to  avail  themselves  of 
a machinery  which  saves  them  from  the  ruinous  expense  and 
delay  involv^ed  in  a liquidation  under  the  Bankruptcy  Eaws. 
Asa  matter  of  fact,  the  principals  of  the  broker  have  the  advan- 
tage of  the  machinery  of  the  Stock  Exchange — the  protec- 
tion of  the  law  of  the  land.  The  greater  portion  of  the  duties 
of  the  Committee  consists  in  the  regulation  of  matters  in  dis- 
pute which  must  necessarily  sometimes  spring  up  in  reference 
to  bargains.  There  are  questions  as  to  w'hether  the  securities 
are  in  proper  form  and  negotiable.  Some  securities  require 
endorsement ; others  special  forms  of  identification.^  ^ Stocks 
are  bought  or  sold  subject  to  allowances  or  additions^  on 
account  ”of  dividend,  and  new  stocks  are  created  and  various 
other  matters  arise.  The  Committee  has  to  decide  questions 
in  dispute  as  to  drawn  bonds,  and  a variety  of  cases  arising 
out  of  the  requirements  of  the  Stamp  Act,  and  of  an  almost 
endless  number  of  questions  involved  in  the  proper  execution 

of  the  vast  business  of  tlie  public."' 

No  inconsiderable  portion  of  the  time  of  the  Coramiitee  has 
been  taken  up  of  late  years  in  the  adjudication  of  cases 
ing  out  of  decisions  by  Courts  of  Law.  It  \yas  not  wntlmut 
enormous  labour,  that,  in  spite  of  adverse  poiiits  in  the  first 
instance,  the  Committee  succeeded  in  upholding  the  reason- 
ableness of  Stock  Exchange  usage  in  the  important  question 
involved  in  the  great  cases  of  Coles  v.  Bristowe,  &c.  For,  it 
is  scarcely  too  much  to  say,  that  the  almost  unanimous 
opinion  of  the  legal  profession  was  at  first  opposed  to  the 
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position  ultimately  establislied.  After  years  and  years  of 
c )stly  legislation,  the  rights  and  liabilities  of  partners,  the 
r -sponsibilities  of  promoters,  contractors,  dirt  ctors,  &c.,  under 
t ie  Limited  Liability  Act,  are  as  yet  unsettled.  It  cannot, 

V ith  any  justice  be  charged  to  the  governing  body  of  the 
J^i^tock  Exchange,  that  they  are  responsible  for  irregularities 

V hich  have  arisen  outside  their  doors,  and  which  are  attribu- 
t ible  to  legal  regulations  under  which  seven  persons  sub- 
s ‘ribing  for  one  share  each  are  allowed  to  initiate  a company. 
U hat  greater  encouragement  could  have  been  given  tor  the 
f ibrication  of  illegitimate  companies,  and  for  the  disgraceful 
1 umipulations,  in  some  instances  by  persons  who  are  yet  in 
1 igh  places,  which  from  time  to  time  have  been  made  public  I 
I’owerless  to  correct  malpractices  by  those  outside  their  juris- 
ciction,  the  Committee  are  ever  ready  to  maintain  the  honour 
f f the  Stock  Exchange  by  prompt  and  vigorous  measures  in 
tie  case  of  misconduct  by  any  of  their  own  members. 


rHE  COMMITTEE  FOE  GENIMIAL  PUK- 
POSES.  ‘^SETTLEME^’TS"  AND  ^^QUO- 
TATIONS." 

No.  V. 

OxE  verv  important  part  of  the  duties  of  the  Committee  of 
the  Stock  Exchange  is  that  which  is  connected  with  the 
special  settlements  and  official  quotations  of  foreign  and 
colonial  loans  and  the  shares  of  new  companies.  It  has  been 
assumed  in  certain  quarters  that,  by  admitting  securities  to 
s ittlement  and  quotation,  the  Stock  Exchange  give  thereby 
something  in  the  nature  of  a guarantee  to  the  public  of  the 
\alue  of  the  securities  thus  recognized.  Ihis  opinion  is 
lased  upon  a complete  misconception  of  the  functions  and 
outies  of  the  Stock  Exchange.  In  the  transactions  of  this 
particular  market  nothing  is  vouched  fbi'  or  guaranteed 
leyondthe  genuineness  and  authenticity  of  the  documents 
V hich  pass  from  hand  to  hand,  and  which  represent  the 
particular  bonds  or  shares  or  scrip  actually  bought  and  sold. 
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A “ special  ” settlement  means  nothing  more  nor  less  than 
that  a number  of  transactions  have  taken  place  between  the 
public  and  members  of  the  Stock  Exchange,  and  that  those 
bargains  must  be  settled  and  closed  on  a particular^  da\ 
named.  The  settlement  takes  no  cognizance  of  the  objects, 
the  promises,  or  the  motives  of  those  who  bring  forward  loans 
or  companies  for  public  subscription.  It  is  a rule  of  the  Stock 
Exchange  that  all  bargains  in  the  scrip  of  a new  loan  or 
share  of^a  new  company  shall  be  for  a special  settling  day. 
The  appointment  of  this  settlement  is  an  act  which  simply 
makes  compulsory  the  closing  up  of  such  contracts^  on  a 
particular  day,  and  is  designed  to  protect  that  principle  of 
inviolability  of  contract  which  underlies  all  transactions  in 

the  Stock  Exchange. 

Parliament  “ in  its  wisdom  ” has  enacted  that  any  seven 
persons  possessing  sufficient  funds  among  themselves  to 
pay  the  required  fees,  may,  upoii  subscribing  one  share 
each,  register  themselves  as  a joint-stock  company,  with 
limited  Lability,  for  any  lawful  and  legitimate  purpose, 
and  with  any  amount  of  capital.  The  company  thus 
constituted  has  the  power  to  apply  to  the  public  to  take 
shares  in  their  enterprise,  and  make  themselves  liable 
to  the  full  amount  represented  by  the  shares  for  which  the_\ 
subscribe.  A company  thus  formed  ivishes,  of  course,  to  have 
the  priv'ilege  of  free  dealing  in  its  shares,  and  of  seeing 
them  quoted  in  the  official  lists  of  the  btock  Exchange.  It 
would  have  been  quite  competent  and  in  complete  accordance 
with  the  principle  upon  which  the  Limited  Liability  Acts 
were  framed — viz.,  that  of  encouraging  the  promotion  of 
joint-stock  companies— that  these  facilities  should  have  been 
at  once  granted  by  the  Stock  Exchange  to  any  such  undei- 
taking  which  should  satisfy  them  that  all  the  requiiements 
of  the  Joint-Stock  Companies’  Pegistration  Office  had  been 
complied  with,  and  that  seven  persons  had  each  subscribed 
for  himself  one  share  in  the  undertaking.  We  can  uudeistand 
a state  of  things  in  which  these  seven  promoters  might  even 
have  been  enabled  to  call  upon  and  compel  the  Stock  Exchange 
Committee  to  give  to  them  the  benefits  of  their  institution,  so 
far  as  the  settlement  and  quotation  of  their  shares  wete  con- 
cerned. The  Stock  Exchange  has,  however,  by  its  rules,  pro- 
vided some  safeguards  tor  the  public  wdiich  were  enliiely  loso 
sight  of  by  the  Legislature  when  passing  the  Limited  Liability 
CompanieV  Acts.  Before  admitting  a neiv  compaiiv  to  the 
privileges  of  a settlement,  the  Committee  reipiire  ‘ I hat  no 


al  egation  of  fraud  be  substantiated ; that  there  has  been  no 
m srepresentation  or  suppression  of  material  facts/’  Public 
n(  tice  is  given  that  application  has  been  madt!  for  such  settle- 
m ?nt,  so  that  opportunity  should  be  afforded  to  any  persons 
to  come  forward  and  substantiate  any  of  those  facts  which,  if 
pioved,  would  prevent  the  grant  of  a settlement.  If  no 
clarge  of  this  sort  is  proved,  the  Committee  proceed  to  con- 
sider the  question.  It  has  frequently  happened  that  subse- 
quent events  have  shown  that  material  facts  have  been 
suppressed,  and  that  fraud  has  not  been  absent  from  the 
inception  of  the  company.  But  the  Committee  have  no  legal 
p(  wer  to  inquire  into  the  origin  of  companies,  nor  into  the 
mDtives  or  conduct  of  promoters  or  directors.  It  is  sufficient 
tl  at  they  notify  to  the  public  that  they  are  about  to  consider 
tl  e application  for  a settlement,  and  it  is  the  duty  of  those 
w 10  are  in  a position  to  prove  either  fraud  or  misrepresenta- 
ti  >n  to  offer  to  the  Committee  the  benefit  of  the  knowledge 
w hich  they  possess  on  those  matters. 

The  Committee,  however,  go  one  step  further  in  order  to 
p *ovide  something  in  the  nature  of  protection  to  the  public 
which,  however,  the  Legislature  has  wholly  failed  to  afford. 
Before  granting  a “ settlement,”  it  is  required  that  the  appli- 
es nts  should  produce  the  prospectus,  the  Act  of  Parliament, 
tl  e articles  of  association,  or  a certificate  that  the  company 
is  constituted  upon  the  cost-book  system,  under  the  Stannary 
h ws.  These  being  evidence  that  all  the  legal  requirements 
h ive  been  complied  with,  so  far  as  relates  to  the  positiou  of 
tlie  company  and  the  public,  it  is  further  necessary  to 
produce  “ the  original  applications  for  shares,  the  allotment 
biok,  signed  by  the  chairman  and  secretary  to  the  company, 
a id  a certificate,  verified  by  the  statutory  declaration  of  the 
c lairman  and  secretary,  stating  the  number  of  shares  applied 
fi  r and  unconditionally  allotted  to  the  public,  the  amount  of 
deposits  paid  thereon,  and  that  such  deposits  are  absolutely 
f:  ee  from  any  lien,  the  banker’s  pass-book,  and  a certificate 
fi  orn  the  bankers,  stating  the  amount  of  deposits  re- 
c jived.” 

The  privilege  of  ‘‘quotation”  of  the  shares  of  a new  com- 
pany is  not  given  until  it  has  been  proved  that  the  prospectus 
c f the  company  has  been  publicly  advertised,  and  agrees  sub- 
s autially  with  the  Act  of  Parliament  or  the  articles  of  asso- 
c ation,  and,  in  the  case  of  limited  companies,  contains  the 
1,  lemorandum  of  association.  It  must  be  showm  that  the 
is  sue  of  not  less  than  one- half  of  the  nominal  capital,  and  the 


payment  of  10  per  cent,  upon  the  amount  subscribed,  are 
provided  for,  the  arrangements  for  raising  the  capital, 
whether  by  shares  fully  or  partly  paid  up,  with  the  amounts 
of  each  respectively,  “ and  also  the  amount  paid,  or  to  be 
paid,  in  money  or  otherwise,  to  concessionaires,  owners  of 
property,  or  others  on  the  formation  ol  the  company,  or  to 
contractors  for  works  to  be  executed,  and  the  number  of 
shares,  if  an}',  proposed  to  be  conditionally  allotted.  ^ It  is 
required  further  that  it  should  be  shown  “ that  tw'o-thirds  of 
the  whole  nominal  capital  proposed  to  bo  issued  have  been 
applied  for  and  unconditionally  allotted  to  the  public  (shares 
r6SGrved  or  grunted  in  lieu  of  money  puynients  to  concession- 
aires,  owners  of  property,  or  others,  not  being  considered  to 
form  part  of  such  public  allotment)  j that  the  articles  of  asso- 
ciation restrain  the  directors  from  employing  the  funds  of  the 
company  in  the  purchase  of  its  own  shares,  and  that  a mem- 
ber of  the  Stock  Exchange  is  authorised  by  the  company  to 
give  full  information  as  to  the  formation  of  the  undertaking, 
and  be  able  to  furnish  the  Committee  with  all  particulars 

they  may  require.” 

When  a new'  company  is  started  it  is  of  course  the  first 
object  of  the  promoters  to  obtain  the  necessary  capital  from 
the  public,  and  one  means  which  has  been  very  extensively 
resorted  to  is  that  of  quoting  the  shares  of  the  new'  company 
at  a premium.  The  fact  of  quoting  the  shares  at  a premium 
induces  many  persons  to  believe  that  the  company  is  in- 
herently good,  and  that  the  demand  for  the  shares  is  in  excess 
of  the  number  to  be  allotted,  and  just  as  they  believe  this  to  be 
the  case,  the  public  are  the  more  anxious  to  obtain  the  shares. 
The  application  may  have  been  founded  on  a genuine  belief 
that  the  prospects  of  the  company  warranted  this  premium 
on  the  price  of  issue,  or  it  may  have  been  really  based  upon 
the  desire  to  obtain  an  allotment  of  the  shares,  to  sell  them  at 
once,  and  secure  the  profit  which  could  be  made  by  selling 
at  the  premium.  This  latter  venture  has  prompted  many 
thousands  of  persons  to  apply  for  shares  who  would  not 
have  been  induced  to  do  so  by  any  opinion  as  to  the  real  or 
prospective  value  of  the  undertaking.  In  times  gone  by,  the 
application  for  shares  had  grown  into  the  dignity  of  a pro- 
fession, whose  members  w'et  e know’n  as  “ fctags.”  In  very 
many  cases — perhaps  the  majority — the  premiums  were  really 
“ fictitious.”  The  promoters  of  a company,  setting  their  own 
value  upon  the  shares,  placed  them  at  2 or  0 premium, 
and  instructed  brokers  to  buy  all  that  was  ofi’ered  at  that  price. 
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1 he  public  in  very  many  instances  sold  tlie  shares  in  antici- 
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p ition  of  obtaining  an  allotment^  and  the  rule  of  the  Stock 
J xchange  by  fixing  a special  day  for  setth;ment,  compelled 
those  who  had  thus  held  out  inducement  to  the  public  to  sub- 
S(  ribe  for  the  shares  to  complete  their  bargains.  This  is  only 
a matter  of  strict  justice.  If  the  promoters  encourage  the 
public  in  the  belief  that  the  shares  are  really  worth  more  than 
par,  and  create  a market  for  keeping  up  the  price,  it  is  but 
r ght  that  they  should  be  held  personally  to  the  completion 
ot"  their  own  bargains.  This,  though  perhaps  a subsidiary 
c msideration,  is  important  in  connection  with  the  fixing  of 
days  of  settlement.’ 

The  grant  of  a settlement  or  a quotation,  therefore,  simply 
i nplies  that  certain  preliminaries,  required  in  part  for  the 
protection  of  the  public,  haye  been  complied  with.  The 
cfficial  lists  published,  or  rather  sanctioned,  by  the  Stock 
Exchange  are  designed  to  give  nothing  mf)ro  than  the  actual 
f gures  as  presented  by  the  companies,  and  without  comment 
cr  criticism  of  any  kind.  Some  years  since,  in  1848,  ‘'Tlie 
liOndon  Weekly  Railway  Share  List^’  contained  some 
strictures,  written  by  Mr.  R.  Lucas  Nash,  upon  the  accounts 
cf  the  ^Midland,  Brighton,  and  other  railway  companies. 
These  comments  encouraged  a yiolent  attach  by  the  “ bears 
cn  the  stocks  of  the  Midland,  and  other  companies,  and  a 
liyely  controyersy  ensued.  George  Hudson,  then  chairman 
( f the  Midland  Company,  replying  to  these  comments,  said  : — 

“ The  writer  thinks  he  has  discovered  a discrejiancy  of  £1,500,000 
1 etweeii  the  productive  capital  of  the  company  and  the  amount  on 
vhich  we  have  paid  dividend  and  interest  out  of  revenue.  The  dis- 
crepancy has,  howevei’,  no  existence,  except  in  his  own  mind.’’ 

In  the  article  which  appeared  in  the  lUdhvay  Xeivt^  in 
■ 871,  on  the  Rise  and  Progress  of  the  Midland  System,’^ 
this  controyersy  is  referred  to  at  some  length.  With  respect 
1 0 it,  we  then  said  : — 

“ The  attention  of  the  Committee  of  the  Stock  Exchange  having 
1 een  called  to  the  serious  errors  made  in  the  official  list,  they  at  once 
look  action  in  the  matter,  and  passed  a resolution  which  stated  that, 
i fc  having  been  proved  that  serious  errors  had  been  made  in  the  calcu- 
litions  respecting  the  Brighton  and  Shropshire  Union  Railways,  and 
i;  appearing  that,  notwith.standing  cue  notice  in  such  publication  that 
t he  Committee  of  the  Stock  Exchange  are  in  no  wise  responsible  for 
the  editor’s  remarks,  that  the  Press  and  the  public  still  connect  the 
{ tock  Exchange  with  the  said  remarks,  the  contents  of  the  Weekly 
f hare  List  be  limited  to  the  usual  tabular  railw  ay  statistics,  prices, 
; nd  official  correspondence.” 
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The  rule  thus  laiil  down  has  since  been  implicitly  adhered 
to  by  the  Stock  Exchange.  No  opinions  are  expressed  in 
any  of  its  publications  as  to  the  value  or  accuracy  of  accounts 
published  by  the  various  companies,  or  of  the  basis  upon 
which  dividends  are  declared  or  paid.  It  is  obvious  that  any 
departure  from  this  rule  would  be  attended  tvith  consider- 
able inconvenience,  and  might  bo  liable,  if  not  to  abuse, 
at  least  to  the  suspicion  of  motives  of  those  wdio  were 
responsible  for  the  statements  which  might  be  made.  The 
publications  of  the  Stock  Exchange  are  the  “ Daily  Official 
List,”  the  “ London  Weekly  Stock  and  Share  List,”  and 
Slaughter’s  admirably-arranged  “ Railwa}^  Intelligence.” 
These  give  the  daily  prices  of  railways,  quotations  of  stocks 
and  shares,  the  capital  and  dividends,  and,  in  the  case  of 
railways,  a very  complete  abstract  of  the  principal  features 
of  the  half-yearly  accounts  of  the  leading  companies, 
fin  regard  to  foreign  and  colonial  loans,  the  same  principles 
which  apply  to  the  settlement  in,  and  quotations  of  shares  of 
railways  and  public  companies  are  seted  upon.  Due  notice  is 
given  of  the  application  for  a settlement  for  any  foreign  or 
colonial  loan.  The  Committee  insist  on  one  very  useful  regu- 
lation for  the  protection  of  the  public,  which  is  “'that  no  new 
bonds,  stocks,  or  other  securities  issued  bj"  any  foreign 
Government  that  has  violated  the  conditions  of  a previous 
loan,”  shall  be  recognized,  unless  it  be  proved  that  a settle- 
ment of  existing:  claims  shall  have  been  assented  to  by  the 
general  body  of  bondholders..  Application  for  the  settlement 
in  the  bonds  of  a foreign  or  colonial  loan  must  be  accompanied 
bv  “ the  prospectus,  the  notarial  copies  or  translations,  or 
other  satisfactory  evidence  of  the  powers  under  which  the 
loan  is  conti  acted,  and  by  a certificate,  verified  b}'  a 
statutory  declaration  of  the  contractors  or  agents,  of  the 
amount  allotted  to  the  public.  A quotation  is  granted  in 
cases  where  it  shall  appear  that  “ the  loan  has  been  publich' 
negotiated,  and  that  the  bonds  fully  disclose  the  amount  and 
conditions  of  the  loan,  the  powers  under  which  it  has  been 
contracted,  the  numbers  and  denominations  of  the  bonds,  and 
that  they  are  duly  authenticated  by  the  signature  of  the  con- 
tractor or  his  agent.  All  that  is  done  is  to  secure  that  the 
bonds  truly  represent  the  nature  of  the  loan,  and  by  granting 
either  a settlement  or  quotation  the  Cominittee  of  the  iStock 
Exchange  do  not  add  one  iota  to  the  inherent  value  of  the 
security.  By  these  acts  the  securities  are  simply  made  more 
readily  negotiable  or  inarkctLible,  and  at  this  point  the  func- 
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tions  of  the  Committee  cease.  It  is  for  the  public  to  decide 
£ s to  the  nature  of  the  security  and  its  suitability  for  invest- 
1 lent,  and,  having  formed  their  own  conclusions,  the  Stock 
1 Exchange  provides  the  machinery  for  enabling  the  investor 
( r speculator  to  give  efiect  to  his  particular  views. 

This  view  of  the  duties  and  functions  of  the  Committee  of 
t be  Stock  Exchange  in  regard  to  questions  of  securities  is 
1 eld  by  the  Agents  de  Change,  in  Paris,  whose  mode  of  con- 
( acting  business  at  the  Bourse  has  hitherto  been  unassailed. 
] Ir.  Moreau,  chairman  of  the  Paris  Company  of  Agents  de 
('hange,  in  his  report  to  that  body  on  the  proceedings  of 
the  year  1874,  referred  to  by  our  contemporary,  the 
^Hconomist,  on  25th  March  last  year,  deals  with  this  subject, 
i nd  protests  against  the  idea  that  the  quotation  ” can  create 
£ responsibility  for  those  who  accord  it. 

“ It  is  to  be  regretted,”  he  says,  “ that  our  business  should  be  so 
i ^perfectly  understood  by  the  public,  and  that  they  should  attach  to 

< ertain  of  our  acts  a meaning  which  they  have  not,  and  never  should 
] ,ave.  It  is  supposed,  often  wrongly,  that  the  tidmission  of  a security 
1 0 quotation  is  a sort  of  consecration  given  to  it,  a testimony  in  its 
j avour,  a recommendation  to  the  Syndical  Chamber,  There  can  be  no 

< reater  error.  The  quotation  is  nothing  more  than  an  affirmation  that 
security  has  been  sold  at  certain  prices.  If  it  pleases  a number  of 

( apitalists  to  do  large  business  on  any  undertaking,  to  them  belongs, 

: nd  not  to  us,  the  delicate  task  of  judging  whether  the  affair  is  a safe 

< r an  unsafe  one  ; provided  that  it  comes  within  the  conditions  required 
liy  the  fiscal  laws,  and  realises  sufficiently  the  conditions  of  competition 
i nd  publicity,  we  cannot  refuse  our  services,  as  we  are  in  possession  of 
: monopoly.  The  Syndical  Chamber  of  Agents  de  Change  has  always 
1 aken  care  to  avoid  all  responsibility  with  respect  to  the  (luotation.  In 

■ 837  it  wrote  to  M.  Lacare-Laplagne,  then  Minister  of  Finance,  a 
; etter  by  which  it  asked  him  to  decide  finally  on  the  admission  of 
] lew  securities  ; he  refused  categorically  to  do  so,  inviting  the  Chamber 
1 o do  its  best,  and  to  act  with  prudence  ; and  while  himself  repudi- 
i .ting  the  responsibility,  admitted  that  it  .should  n<)t  fall  on  us.  Since 
That  time  the  Syndical  Chamber  has  obtained  all  the  documents 

• vhich  have  appeared  to  be  of  a nature  to  show,  with  the  greatest 

■ )robability,  the  value  of  the  security;  it  has  required  that,  by  the 
mportance  of  the  capital  and  the  dift’usion  of  the  titles, there  should 

' )e  a public  interest  in  quoting  the  security  : it  has  demanded  lists  of 
; ubscribers,  constituting  a serious  guarantee  of  the  undertaking,  and 
; or  foreign  securities  the  quotation  of  the  country  whence  they  came. 

: )oes  that  mean  that  the  Chamber  accepts  any  responsibility  whatever  I 
■>y  no  means.  It  simply  obtains  information  which  may  appear  to  it 
i iseful  to  prevent  fraud  or  folly  ; but  it  has  not  the  pretension  to 
: uake  itself  answerable  for  the  undertaking.  And  if  false  lists  have 
1 >een  submitted  to  it,  and  its  good  faith  has  been  abused  by  authentic 
! ignatui  es,  there  are  laws  to  punish  the  guilty  parties,  and  judges 

• o"  apply  those  laws.  To  ask  for  more  wmuld  be  to  demand  what  is 
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mpbssible,  and  to  provoke  the  Chamber  to  refuse  its  offices  to  new 
securities  ; it  would  be  to  stop  business  and  paralyse  that  great  spirit 
of  enterprise  to  which  our  age  is  indebted  for  being  vyhat  it  is,  and 
humanity  for  the  progress  it  has  made  during  the  last  fifty  years.” 


A 


IN'VESTMENT  AND  SPECULATION. 

No.  VI. 

One  of  the  popular  fallacies  of  the  present  day  is  the  opinion 
that  the  Stock  Exchange  is  a mere  centre  of  gambling  trans- 
actions, and  not  what  it  really  is — a market  in  which  stocks 
and  shares,  and  other  representatives  of  invested  capital,  art^ 
freely  bought  and  sold  for  and  on  account  of  the  public,  li- 
is  in  the  Stock  Exchange  thiit  the  Government  of  this 
country  acts  through  its  brokers  when  applying  the  surplus 
of  the  National  Debt  to  the  purchase  of  consols  ; the  Savings 
Banks  Commissioners  buy  and  sell  here  as  occasion  requires  ; 
the  Accountant-General  of  the  Court  of  Chancery  invests  his 
accumulated  funds  through  the  agency  of  the  Stock  Ex- 
change ; the  Bank  of  England,  tlie  wealthy  banking  com- 
panies, the  great  City  companie.-,  the  Corporation  of  Loudou, 
insurance  offices,  and  the  great  linancial  houses  buy  and  sell 
securities  in  this  market.  The  manner  in  which  the  large 
transactions  of  these  establishments  iind  firms  is  conducted 
is  one  of  the  most  remarkable  features  uf  the  financial  busi- 
ness of  the  present  day.  The  purchase  and  sale  of  securities 
to  the  value  of  millions  are  completed  in  a manner  which 
affords  evidence  of  the  wealth  and  stability  {uid  the  confi- 
dence which  is  reposed  in  the  Stock  Exchange.  Loans  of 
millions  on  consols  or  other  forms  of  sccuriries,  or  the  direct, 
sale  of  large  amounts  of  stock,  are  matters  of  const ani 
occurrence  for  those  administrative  and  financial  bodies  to 
which  we  have  referred,  and  from  whom  the  })ublic  have 
never  heiird  a word  of  complaint  as  to  the  manner  in  which 
the  business  of  the  Stock  Exchange  is  conducted.  Transac- 
tions of  this  nature  form  a great  bulk  of  the  dealings  on  the 
Stock  Exchange.  Investment  is  the  real  business;  specula- 
tion is  an  excrescence  which  has  grown  up,  and  clings  to  tlu^ 
body,  as  it  has  and  always  will  do  to  all  kinds  of  business  so 
long  as  men  will  endeavour  to  discount  the  future  and  si'ck 
to  benefit  themselves  by  fluctuations  of  value.  In  tormcr 
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.lines,  ■when  it  was  thought  that  an  Act  c^f  Parliament  had 
mfficient  power  to  control  the  morals  of  the  public,  specii- 
ation  was  strictly  forbidden.  In  the  Middle  Ages  the 
■I'graitter  who  bought  corn  to  sell  at  a higher  price  was 
•egarded  as  an  enemy  of  the  State,  and  was  occasionally 
lealt  with  in  a very  summary  manner  by  the  public,  and  his 
iperations  sometimes  successfully  checked  by  the  public 
‘xecutioner. 

Under  the  old  statute  of  7 George  II.,  c.  8,  dealings  in 
ime  bargains  were  made  illegal,  and  it  was  enacted  that — 

Contracts  in  the  nature  of  wagons,  or  contracts  apparently  framed 
or  the  sale  or  purchase  of  stock,  but  really  intended  only  to  enable 
he  parties  to  speculate  upon  contingent  tluctuations  in  the  market, 
without  any  stock  being  actually  sold,  shall  be  void,  and  those 
I aigaging  in  them  subjected  to  a penalty  of  i:500. 

This  Act,  which  was  made  perpetual  by  the  statute  of 
J)  George  II.,  c.  8,  further  enacted  that  any  person  con- 
racting  to  sell  stock  of  which  he  was  not  actually  possessed 
>r  entitled  forfeits  £500. 

It  is  a singular  hict,  and  one  affording  a striking  com- 
nentary  on  the  value  of  attempting  to  create  “ statute-made 
itfences,^’  that  during  the  whole  of  the  time  in  which  these 
Vets  were  in  force,  and  until  it  was  repealed  a few  years 
uiicc,  not  a single  conviction  by  a jury  wms  known  to  have 
•ccurred  under  this  Act,  although  speculation  attained 
■normous  dimensions  on  several  occasionsO  We  need  not 
ustance  the  South  Sea  Bubble  or  the  wid(!spread  mania  for 
.})ocuhition  in  1825,  and,  in  later  days,  the  railway  mania 
ind  its  consequences  in  1845-0.  CFinding  itself  powerless  to 
•aiTvinto  effect  the  pi-ovisions  of  the  Act  known  as  Sir  John 
hirnaiaPs,  the  Legislature  has  very  wisely  decided  that  if 
English  men  and  women — for  experience  has  shown  that  the 
air  sex  cannot  resist  the  temptation  to  dabble  on  the 
Stock  Exchange — will  speculate  they  must-  be  made  to  con- 
ribute  something  to  the  revenue  of  the  country.  It  was 
hereforo  enacted  that  the  evil,  which  could  not  bo  sup- 
pressed, should  be  taxed  ; and  it  is  now  required  that  every 
( 'ontract  lor  the  purchase  and  sale  of  stock  must  be  legalised 
i >y  a.  stamp  affixed  to  it.  A laudable  desire  to  interfere  to 
])revent  excessive  and  dangerous  speculation  induced  Parlia- 
1 uent  a few  years  since  to  pass  an  Act  kno^vn  as  Leeman’s 
.Vet,”  which  forbade  dealings  in  shares  of  joint-stock  banks 
unless  the  seller  specified  at  the  time  of  the  sale  the  actual 
numbers  or  description  of  the  particular  shares  which  he 


wished  to  sell,  and  furnished  the  same  to  tlie  buyers.  It  is 
difficult  to  understand  the  grounds  upon  bank  shares 

were  thus  specially  protected.  It  was  argued  that  by  a 
combination  of  speculators  the  credit  of  a bank  mig  i i 
destroyed,  and  as  the  maintenance  of  its  credit  lunmpaired 

is  essLtial  to  the  success  of  a ^ 

Legislature  ought  to  interfere  to  secure  to  the  banks  immu 

nitfes  from  attacks  on  its  credit.  The  system  of 
of  banking  credit  is  an  anomaly  m our  Legislatme  and  t ^ 
law  restricting  dealings  has  only  had  the  eftect  ot  crcatmg 
difficulties  in  the  way  of  buying  or  selling  bank  shares  whic 
do  not  exist  in  any  other  species  of  pmt-stock  * 

It  is  now  so  much  more  difficult  to  deal  m these  secu  e. 
than  formerly,  that  business  in  them  has  been  reducei  in 
many  cases  to  a matter  of  negotiation.  It  is  doubtfu 
whetlier  any  bank  in  a solvent  condition  would  be  mjuied 
by  speculative  sales  of  its  shares,  and,  if  the  conccui  is  un- 
S(mnd,  it  appears  to  be  most  impolitic  to  bolster  up  ci  e 
bv  settino-  up  artificial  difficulties  in  the  way  ot  >Jaigam 
iifitfs^^^^^^^  One  effect  of  Acts  such  as  those  o Sir  John 
Barnard  and  Mr.  Leeman  should  not  be  overlooked,  and  th  t 
is,  the  encouragement  which  they  give  to  repudiation  ot  con- 
toacts  upon  technical  grounds.  It  maybe  that  men  and 
women  ought  not  to  speculate,  but  if  they  do  indulge  in  this 
form  of  excitement,  it  is  surely  better  that  they  sffiould  do  so 
upon  the  principle  that  all  their  bargains  must  be  strict  y 
and  honestly  fulfilled,  rather  than  that  the  Legislature  should 
create  laws^  which  encourage  the  temptation  to  repudiate 
barevains  The  records  of  the  Stock  Lxchango  won  d,  no 
dmibt,  contain  some  curious  illustrations  of  this  tendency, 
on  the  part  of  unprincipled  speculators,  to  pio  any 

technical  plea  which  the  law  affords  to  evade  barganm  t o 

fulfilment  of  which  would  involve  pecuniary  loss.  Some 
large  transactions  in  the  shares  of  a bank  estabhshed  a few 
vears  since  in  the  North  of  Englaim  were  thus  repudiated  by 
the  promoter,  who,  bringing  the  lax  notions  as  to  contracts 
which  he  had  acquired  m America  to  bear  on  the  icqune- 
ments  of  Mr.  LeemaiTs  Act,  coolly  repudiated  severa  thou- 
sand shares  which  ho  had  instructed  his  broker  to  buy  on 
his  account,  because  the  contract  did  not  speedy  the  niimbei 
of  the  shares.  This  smartness  ” on  the  part  ot  the  trans- 
atlantic promoter  caused  a loss  of  several  thousand  poum  s 
to  those  who  by  his  repudiation  had  all  the  shares  thrown 

upon  their  hands.  ^ 
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Too  niucli  iinpoi'tance  appears  to  Iiavo  been  attacliod  to 
t ie  effect  of  speculative  sales  oi  shares  on  the  credit  of  a 
hanking  institution  by  those  who  sanctioned  i\rr.  Lecman’s 
i.ct.  It  was  not  the  sale  of  sliares  s]»eculators  which 
brought  about  the  collapse  ot  the  great  lirni  of  Overend  and 
( urney  in  18GG.  Several  ])crsons  connected  witli  that  linn, 
a^ell  acquainted  with  its  critical  position,  did  actually  sell  a 
1 irge  number  of  shares  at  liigh  prices  to  unsuspecting 
buyers;  but  when  the  crasli  came  it  was  not  caused  by 
these  anticipatory  sales.  Those  who  had  previously  sold 
1 ad  to  buy  back,  and  in  doing  so  they  enabled  many  share- 
bolders  to  obtain  niucli  better  prices  for  their  shares  when 
the  collapse  occurred  than  they  would  have  done  bad  the 
market  not  been  sustained  by  their  repurchases.  Those 
who  are  in  the  habit  of  speaking  in  severe  terms  of 
( perators  known  as  bears  often  overlook  the  fact  that 
1 ransactions  on  the  Stock  Exchange,  as  m trading  entcr- 
] )i‘ises,  can  only  be  completed  by  sale  as  well  as  purchase. 
A speculator  may  bo  in  hopes  of  selling  at  an  advance,  or 
] le  may  sell  hoping  to  buy  back  at  a louver  price,  but  in 
'ither  case  it  is  the  hope  of  obtaining  the  difference  on  this 
double  transaction  which  creates  the  incentive  to  speculate, 
.t  is  quite  true  that  one  particular  set  of  operators  may  not 
uive  their  wish  realized,  and  their  transactions  may  result 
n a loss,  but,  on  balance,  what  is  lost  by  the  “ bears  is 
gained  by  the bulls,”  and  vice  versa.  AVe  are  not  con- 
.•erned  to  discuss  the  morality  or  immoraliiy  of  transactions 
)f  this  description ; the  contract  entered  into,  may  be,  as 
lescribed  in  the  Act  of  George  II.,  “a  contract  in  the 
aature  of  a wager”  or  a bona  fide  investment.  But 
naukind  in  all  ages  and  in  all  civilized  countries  have 
ndulged  in  speculation  in  some  form  or  other.  The 
orinciple  of  speculation  underlies  every  de]3artment  of  trade 
ind  commerce.  The  merchant  buys  in  the  hope  of  making 
1 profit  by  his  venture,  the  trader  lives  by  the  difference  at 
vhich  ho  buys  and  sells,  and  it  is  his  business  to  buy  in  the 
cheapest  and  sell  in  the  dearest  market.  The  bond  fide 
invesior  in  stocks  and  shares  buys  not  only  in  the  hope  that 
he  will  obtain  a fair  return  on  his  money,  but  that  he  will 
be  enabled,  when  so  desirous,  to  sell  at  a liigher  price  than 
that  at  which  he  bought.  But  for  the  existence  of  a desire 
af  this  nature  enterprise  would  cease,  eveiything  approach- 
ing to  a venture  would  be  avoided,  and  all  those  motives 
connected  more  or  less  with  this  principle,  which  have 
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played  such  an  Important  part  in  the  progress  of  civibsa- 
tion,  would  have  no  field  in  which  to  operate  in  tae  lature. 

It  is  a fact  not  sufficiently  considered  that  it  is  both  tlio 
intent  and  effect  of  Stock  Exchange  practice  to  control  and 
reo-ulate  speculation,  as  is  demonstrated  by  the  printed,  rules, 
which  are  published  and  procurable  by  the  public.  I him, 
the  apiiointment  of  periodical  settling-days  and  the  restric- 
tion of  credits  within  the  narrowest  limits,  not  only  compel 
the  enforcement  of  contracts,  but  act  as  a penalty  upon 
speculation.  AVhat  can  constitute  a more  effectual  check 
upon  gambling  than  the  requirement  that  all  carryings  ovei 
shall  be  in  the  form  of  now  contracts,  involving  further 
charges  for  the  following  fortnight  ? The  legislation  for  the 
administration  of  defaulters^  estates  is  entirely  eased  iipoii_ 
the  principle  of  short  settlements  and  restriction  ot  credits. 
Any  Government  interference  would  fall  far  short  of  this 
machinery  in  providing  such  a practical  and  effectual  chec  .. 


FACILITIES  FOR  TRANSACTION  OF 

imSINESS. 

VII. 

One  feature  which  distinguishes  the  London  Stock  Iwvchauge 
from  that  of  almost  every  other  association  of  its  kind,  is  the 
opportunities  which  it  affords  during  the  whole  of  its  business 
hours  for  the  buying  and  selling  of  stocks  and  shares.  In  the 
New^  York  Stock  Exchange  and  some  of  the  Continental 
Bourses  business  is  onlv  transacted  at  specified  times  ot  the 
day  which  are  bernied  boards,”  and  on  these  occasions  only 
the ’particular  kinds  of  securities  previously  entered  are  dealt 
in.  At  other  times  of  the  day  dealings  have  to  be  negotiated 
with  those  who  may  happen  to  be  buyers  or  sellers  of  the 
particular  stock  or  shares  in  which  bargains  are  requu’ed  to 
be  completed.  Bv  the  continuous  system  adopted  in  the 
London  Stock  Exchange,  the  public  are  affordeci  a ready 
means  of  buying  or  selling  at  any  time  of  the  day.  1 he 
buver  has  no  necessity  to  ivait  until  a seller  is  found,  and  a 
seller  need  not  go  in  search  of  a buyer  of  the  precise  amount 
of  the  particular  stock  of  which  ho  wishes  to  dispose.  Each 
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io  )ber  or  doalor  is  at  once  buyer  and  seller  of  the^  stocks  or 
st  ares  in  his  department  of  the  market.  A t all  times  he  is 
re  idy  to  state  a price  at  which  he  will  buy  of  or  sell  to  the 
bioker,  trusting  to  the  “ turn”  of  the  market  to  enable  him 
tc  make  up  by  purchase  from  others  who  are  sellers,  any 
amount  which  he  may  require  to  complete  the  delivery  of  the 
st  3ck  ; or  he  may,  on  the  other  hand,  sell  to  others  who  are 
buyers  any  surplus  which  he  may  have  over  and  beyond  that 
r(  quired  for  the  arrangement  of  his  account  at  the  fortnightlv 
St  ttlement.  As  explained  in  a previous  article,  the  “ dealer  ” 
is  enabled  to  provide  this  ready  and  constant  rnarket^  by  the 
f]  actional  difference  which  he  makes  between  his  buying  and 
s(  llino-  price.  Asked  the  price  of  any  particular  stock  in 
vs  Inch  he  deals,  the  “jobber ’’—governed,  of  course,  by  con- 
siderations of  the  dull  or  active  condition  of  the  maiket,  or 
tile  facility  with  which  the  particular  transactions  can  be 
e itered  into— will  state  two  prices,  at  the  lowest  of  which  he 
V ill  buy  and  at  the  highest  of  which  he  will  sell  the  specified 

The  Stock  Exchange,  like  every  other  market,  is  subject 
t ) influences  which  affect  prices,  and  which  control  the  extent 
cf  its  business.  . In  dull  times  and  in  stocks  in  which  there 
a re  but  few  transactions,  the  “ turn  ” of  the  market  is  widened 
and  the  amount  of  stock  for  which  the  jirices  is  made  is 
j idiciously  limited.  At  other  times,  and  when  busmess  is 
active,  dealers  will  make  a price  at  which  they  will  deal 
iractically  without  limit.  Some  years  since  an  instance 
( ccurred  of  a broker  who,  on  the  opening  of  the  market, 
asked  a dealer  for  a price  in  Spanish  stock.  A price  was 
s ’iv'en,  and  in  reply  to  the  question  as  to  the  limit  the  dealer 
faid  he  would  taike  all  that  was  offered.  “ Sell  you  half  a 
million,”  was  the  prompt  answer  of  the  broker;  and  the 
< nterprising  dealer  booked  a transaction  which  made  him 
Table  for  more  than  £150,000  with  as  much  calmness_  as  if 
he  affair  had  been  one  of  a few  shillings.  A few  minutes 
ater  other  brokers  came  hurrying  in  to  execute  the  orders 
)f  their  clients,  and  to  sell  Spanish.  Calm,  in  the  midst  of 
he  general  excitement,  the  dealer  took  all  that  was  offered, 
intil  he  had  nearly  doubled  his  original  pui chase,  and  finding 
:he  supply  gradually  falling  off,  he  offered  his  Spanish  stock 
it  then  then  ^ per  cent,  above  that  which  he  had  given 
for  it ; and  many  of  those  who  had  before  rushed  in  to  sell 
Spanish,  seeing  the  price  thus  advancing,  became  eager  buv  ers, 
at  higher  prices,  of  a considerable  portion  of  that  stock  which 
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they  had  as  hastily  sold.  Before  the  day  was  over  the  great 
bulk  of  Spanish  stock  had  again  changed  hands,  and  the 
dealer  learned  from  the  telegrams  in  the  morning  papers 
the  next  day  of  one  of  the  many  revolutions  of  IMadrid, 
and  the  early  or  anticipated  news  of  which  had  led  to  the 
heavy  sale  to  him  on  the  previous  day.  Had  these  enter- 
prising sellers  of  Spanish  been  compelled  to  wait  for  pur- 
chaser to  take  this  largo  amount  of  stock  off  their  hands, 
the  price  would  have  seriously  declined  long  before  the 
last  £1,000  had  been  disposed  of.  It  may  be  urged  that 
it  would  have  been  better  if  no  such  facility  had  existed  for 
transactions  of  such  magnitude,  and  other  speculative  bar- 
gains which  folio w’ed  it.  Those,  however,  wdio  put  forward 
such  an  argument  simply  limit  their  objection  to  speculation 
to  a question  of  degree  rather  than  of  principle.  Had  t le 
London  Stock  Exchange  been  a limited  market,  wLere  sellers 
must  wait  for  individual  buyers,  such  a transaction  as  that 
just  mentioned  would  have  been  impossible.  ^ _ 

In  the  interest  of  the  actual  investor  in  public  secuiities, 
no  reasonable  person  would  wish  to  create  difficulties  in  the 
way  of  his  freedom  of  buying  and  selling,  simply  because  this 
freedom  of  market  may  sometimes  be  used  for  purposes 
of  spoliation  as  w'ell  as  for  actual  investment.  Assume  in  the 
instance  just  referred  to  that  the  seller  of  £o00,000  Spanish 
stock  had  none  to  deliver  at  the  time  he  made  this  sale,  he 
would  by  the  rules  of  the  Stock  Exchange  be  compelled  to 
purchase  an  equivalent  amount  of  the  stock  wdiich  he  had 
sold,  and,  unless  aided  by  a fall  in  the  price,  he  could  not 
have  bought  this  large  amount  without  making  a heavy 
loss.  Ills  purchases,  how’ever,  w’ould  tend  to  sustain 
the  market,  and  any  temporary  injury  which  the  original 
sale  might  have  caused  would  have  been  coinpeusated  by  the 
repurchases.  Given  the  existence  of  a spirit  of  speculation, 
which,  however  much  it  may  be  deprecated,  cannot  be  sup- 
pressed ; which  finds  employment  alike  in  prosperous  and  in 
adverse  times ; wLich  makes  its  profits  in  the  rise  as  w ell 
as  in  the  fall  of  prices— it  w'ould  appear  decidedly  for  the 
interest  of  the  real  buyer  or  seller  that  they  should 
deal  in  the  market  wliich  offers  the  greatest  facility  for 
the  transaction  of  his  business,  even  though  such  a market 
presents,  and  necessarily  so,  the  greatest  lacilities  lor 
speculation.  Many  illustrations  might  be  adduced  to  show 
the  practical  effect  of  speculation  working  in  the  interest  of 
buyer  and  seller.  The  persistent  sales  of  speculators. 


inbtar.co,  depress  tlio  price  of  particular  slocks  or  sliares, 
upon  Ike  hcaw  tall  thus  produced  a favourable  oppoi- 
ilv  is  uiforded  iov  the  purchase  of  sccuntiis  upon  fayour- 
3 terms.  So,  on  the  other  hand,  when  extensive  purchases 
•e  up  the  price  of  a stock  to  a fjgure_  much  above  that 
Ich  the  owner  originally  gave  for  it,  this  inflatea  maiket 
-rds  an  opportunity  for  selling  at  a large  profit,  iho  buyer 
seller  in  these  cases  need  not  trouble  himself  to  inquiio 
0 the  ’.notives  wh.ich  have  influenced  the  prime  movers 
these  Transactions.  It  is  not  likely  that  they  will  tml  t '.o 
jlic  the  lu’ceise  reason  for  their  action,  nor  will  tliey  take 
in  so  far  into  their  confidence  as  to  inlorm  them  hen 
iV  propose  to  close  their  transactions.  hen  speculation 
rs  afiects  the  value  of  securities,  holders,  or  intending 
tchasers  of  stock,  not  unfrequently  avail  themselves  ot  the 
portunity  to  profit  by  these  movements, _ and  without  m- 
io-iiio‘  in^anv  idle  protestations  or  unavailing  regrets  over 
.^'clepravity  of  the  age,  as  illustrated  by  the  growing  ten- 
nev  to  speculate ; and  act  upon  the  pithy  maxim  oi  one  ot 
e -n-cat  financiers  of  the  ago,  and  also  a shrmvd  observer  ot 
.nmn  conduct,  that  ‘‘  fools  buy  when  wise  men  sell,  and  sell 

len  wise  men  buy.”  . ,, 

Various  objections  have  been  urged  against_  tne  constitu- 

:m  of  the  Stock  Exchange,  and  some  remedies  have  been 
oo-Gsted.  It  has  been  objected  to  the  Stoelc  Exchange,  lor 
Stance,  that  it  is  a monopoly.  This,  however,  is  not  so,  or 
only  such  by  virtue  of  the  general  confidence  which  is 
postd  in  its  transactions.  It  possesses  no  exclusive  chartei 
id  no  Act  of  Parliament,  and  there  is  nothing  to  prevent 
ayone  deserving  to  give  cfiect  to  the  principle  of  competi- 
oii  in  this  branch  of  business,  setting  up  an  establishment 
>r  buying  or  selling  stocks  and  shares,  (competition  has, 
deed,  been  tried  on  former  occasions.  Some  years  since 
lere  was  an  open  Stock  Exchange  in  Lothbury,  and  another 
L the  Hall  of  Commerce,  Threadneedle  Street,  but  as  the 
larkets  provided  at  these  estahlishinents  was  a limUed 
ae,  and  the  same  facilities  did  not  exist  lor  completing 
irgains,  they  languished  for  want  of  siqiport. 

Ailing  to  prevent  any  or  more  persons  buying  and  selling 
ock  or  shares  of  each  other  at  a price  mutually  agieed 
non,  without  the  employment  of  a broker  or  resorting  to 
10  macliinery  of  the  Stock  Exchange.  H “ A 
) sell  consols  or  railway  stocks  or  shares,  and  il  “ h* 
illino-  to  buy  them,  there  is  nothing  to  prevent  their 


comnleliim  the  transaction  between  themselves  by  signing 
the  transfer  and  having  the  transfer  duly  rogisterc  . It 
is  only  because  the  Stock  Exclumge  alfords  a ready  and  con- 
venient mode  of  transacting  this  kind  of  business,  that  it 
possesses  what  is  termed  - a moimpoly.”  If  the  transaetimis 
took  place  between  the  ptdncipals  and  without  the  mterven- 

llon  of  brokers  or  dealers  as  at  present,  no  one  woulf  be  aole 
to  sell  any  iiarticular  amount  of  stock,  unless  he  km'W  ot^ 
a purchaser  for  the  actual  amount  of  which  he  bad  to  dispose. 

A person  who  wished  to  sell  consok,  niii;ht,  u\  orlor  to 

carry  out  his  intention,  have  to  dispose  oi  difierent  perilous  to 
half-a-dozen  buyers.  The  result  would  bo  a compile, Uiou  ot 
contracts  and  bargains,  the  fulfilment  ot  \ybicli  might  in 
manv  cases  involve  a large  amount  of  htigation,  and  give  to 
the  ieo-al  profession  a substantial  addition  to  their  business. 

\s  at  present  arranged  no  ditficnlty  of  this  sort  _ is 
experienced.  A buver  is  always  found  for  the  stock  which 
the  seller  wishes  to  dispose  of,  and  the  contract  entered  into 
is  one  which  may  be  implicitly  _rolied_  upon,  and  wifi  bo 
carried  out  without  failure  or  disappouitmoiit,  practically 
with  as  much  certainty  as  the  payment  “ on  demand  ot  a 
Hank  of  England  note. 

C \nother  class  of  objectors  are  those  wlio  tlimic  That  tlio 
business  of  the  Stock  Exchange  ought  to  be  transacted  openly 
and  in  the  presence  of  the  principals.  In  the  open  btoc.v 
Exchange,  to  which  we  have  just  referred  shares  were  sold 
bv  auction,  and  the  owner  could  attend  and  hear  -he  bidding 
for  his  stock.  This  was  a plan  which  could  be  adopted  in 
the  sale  of  securities  in  wliicii  there  were  but  few  transactions, 
hut  which  would  be  absolutely  inapplicable  to  dealings 
which  amounted  to  thousands,  or  millions.  It  every  traus- 
uction  entered  into  were  to  he  subject^  to  the  fall  ot  the 
hamnior  of  the  auctioneer,  the  amount  ot  business  done  would 
necessarily  he  comparatively  very  small.  Many  ot  the  abuses 
connected  with  the  present  system  of  conducting  an  auction 
would  speedily  grow  up  under  such  an  arrangement,  an 
speculators  would  soon  organise  among  themselves  some 
plan  analogous  to  that  known  as  a “knock  out  at 

auctions.  . 

As  rec^ards  admitting  the  public  to  see  their  business  trans- 
acted, it  would  of  course  he  practically  impossible  tor  the 
erreat  bulk  of  buyers  and  sellers  to  bo  present,  and  would  in- 
volve a iourney  from  his  particular  locality  every  time  an 
investor  desired  to  buy  or  sell  stock.  In  Pans,  INevv  lork,  and 
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so  ae  other  Bourses  the  public  are  admitted  into  the  gallery, 

hi  t many  of  the  visitors  are  there  more  out  of  curiosity  than 

fo  ’ business,  and  a very  curious  sight  it  is  to  look  down  from  -y 

tf  ese  galleries  on  the  scene  of  excitement  which  the  body  of 

the  hall  presents.  An  excited  crowd  of  brokers  and  dealers  is 

scan  in  the  arena  shouting,  yelling,  and  gesticulating  in  a 

violent  and  frantic  manner.  They  are  speaking  a jargon 

w lich,  to  the  uninitiated,  is  utterly  unintelligible,  and  in  that 

struggling  and  clamouring  and  excited  crowd  it  would  be 

h ird  to  distinguish  even  the  broker  deputed  to  act  for  his 

p Incipal,  and  impossible  to  ascertain  the  nature  of  the 

b isiness  he  had  actually  transacted,  beyond  what  he  chose 

t(  disclose.  The  admission  of  the  public  could,  by  no 

p )ssibility,  act  as  a check  on  brokers  if  dishonestly 

ii  dined,  while  we  can  imagine  many  circumstances  under 

V hich  a s}’stem  of  collusion  would  be  possible  for  deceiving  ^ ^ 

the  eyes  and  ears  of  the  principal  who  should  be  disposed  > 

to  trust  more  to  the  organs  of  hearing  and  seeing,  than  to  the 

hDnour  and  integrity  of  the  agent  whom  he  employed.  In  I 

his  work  on  Sociology,  Mr.  Herbert  Spencer,  referring  to 

tiie  manner  in  which  bargains  of  this  kind  are  treated  by  the 

S:ock  Exchange,  says  : — ■ 

“ So-called  debts  of  liononr,  for  the  non-payment  of  which  there  is 
n D legal  pienalty,  are  held  more  sacred  than  debts  that  can  be  legally 
e iforced  ; and  on  the  Stock  Exchange,  where  onlj'  pencil  memoranda 
i i the  respective  note-books  of  two  brokers  guarant<!e  the  sale  and  pur- 
c lase  of  many  thousands,  contracts  are  safer  than  those  which  in  the 
c utside  world  are  formally  registered  in  signed  and  sealed  parchments. 

The  Paris  Bourse  is  what  is  known  as  an  open  Stock 
] exchange,  but  this  establishment  is  entirely  a Government  ^ 

laonopoiy,  and  in  this  respect  differs  very  materially  from  the 
].,ondon  Stock  Exchange.  bTo  one,  how^ever,  for  a moment 
supposes  that  there  is  less  speculation  in  Paris  than  in 
Jjondon.  On  the  contrary,  this  species  of  excitement  is  in- 
dulged in  to  a very  much  larger  extent  than  in  this  country. 

One  of  the  effects  of  the  regulations  of  the  Paris  Stock 
dlxchange  is,  that  in  times  of  excitement,  all  those  who  have 
i justness  to  transact  sw^arm,  like  bees  from  the  parent  hive,  in 
he  and  on  the  l>o»/erflrd,s,  making  these  thorough- 

:ares  at  times  impassable  to  the  public,  and  business  has  even 
! ometiines  been  kept  up  till  midnight.  This  mode  of  business 
i s scarcely  one  which  can  be  regarded  as  an  improvement  on 
1 he  present  system. 

If  speculation  cannot  be  suppressed  it  will,  we  think,  be 
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admitted  that  it  works  less  mischief  in  the  larger  than  in  the 
smaller  centres  of  business.  The  facilities  that  exist  in  the 
present  day  for  speculation,  and  the  range  over  which  it 
extends,  far  exceed  those  of  any  other  period  of  our  history. 
Foreign  loans,  home,  colonial,  and  foreign  railways,  and  the 
thousand  forms  in  which  the  principle  of  limited  liability 
presents  itself — all  offer  temptations  for  buying  and  selling  in 
the  hope  of  gain,  and  all  attempts  to  suppress  this  form  of 
excitement,  and  this  extensive  application  of  capital,  must 
end  only  in  disappointment  to  those  who  would  seek  to  base 
leo-islationupon  sentiment  rather  than  uponpractical  considera- 
tions. A broker  is  instructed  by  telegram  or  letter  to  buy  or 
sell  a particular  kind  of  stock,  at  a price  specified.  Can  the 
broker  stay  to  inquire  whether  his  client  is  or  is  not  a specu- 
lator in  the  first  or  second  category.  What  would  be  the  effect 
if  the  law  made  it  penal  for  him  to  act  until  he  had  satisfied 
himself  of  the  lona-jides  of  the  investor  ? Difficulties  innu- 
merable would  arise  "from  any  attempt  to  enlarge  the  scope  of 
Leeman’s  Act,  and  embrace  within  its  meaning  other  descrip- 
tions of  securities  than  those  of  Joint  Stock  Banks.  Such 
an  extension  of  the  Act  would  seriously  interfere  with 
that  freedom  of  market  which  it  is  so  desirable  to  maintain, 
and  would  only  accomplish  a problematical  good,  at  the 
expense  of  introducing  a certain  evil.  We  are  accustomed  to 
hear  a great  deal  about  the  injuries  done  by  excessive  specula- 
tion. No  doubt  speculation  on  the  Stock  Exchange,  as  in 
other  matters,  is  sometimes  indulged  in  to  a most  mischievous 
excess.  Not  a few  persons  have  been  ruined,  and  many  more 
in  the  future  will  no  doubt  bitterly  repent  the  day  ivhen  they 
were  induced  to  seek  fortune  by  speculating  on  the  Stock 
Exchange.  But  the  Legislature  should  be  careful,  while  en- 
deavouring to  find  a remedy  for  the  abuses  of  the  few,  that 
action  of  legitimate  enterprise  is  not  injuriously  aflected. 

Cit  is  a curious  fact,  that  just  fifty  years  ago  the  attention 
of  the  House  of  Commons  was  directed  to  the  extent  of 
speculation  and  the  working  of  joint-stock  companies  in 
those  days.  Mr.  Alderman  Waithman  then  proposed  the 
appointment  of  a Select  Committee  to  inquire  into  the  joint- 
stock  speculations  of  the  three  previous  years.  He  denounced 
the  knavery  by  which  a fictitious  value  was  for  a time 
given  to  shares,  which  had  cost  nothing ; that  the  solid 
diflerence  between  imaginary  prices  might  fill  the  pockets 
of  the  gambling  speculators,  and  the  misery  and  ruin  pro- 
duced by  this  systematic  swindling.”  But  in  the  face  of 
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tlitse  serious  c-luiro-C',  which  bear  a wonderful  rcsemhlancG 
to  iiaii}^  of  the  remarks  which  we  are  accustomed  to  hear  in 
tin  present  day,  IVIr.  Iluskisson,  having  fully  considered  the 
pr(  bublc  results  of  such  an  inquiry,  said  : — 

Jt  wouki  surpass  any  powers  wliich  lie  possessed,  or  any  leisure 
wh  ell  he  could  bestow  upon  it,  to  probe  to  the  bottom  the  merits  of 
the  numerous  existing  speculations,  and  to  be  able  to  decide  which 
wa:  likely  to  turn  out  a beneficial  undertaking,  and  which  a bubble. 
It  ras,  as  it  seemed  to  him,  for  the  public  to  inquiie  into  mid  deter- 
rni  le  before  they  engaged  in  any  scheme  of  the  kind.  His  opinion 
cer  ;ainly  was  that  the  parties  who  engaged  in  those  speculations  ought 
to  le  more  cautious. 

•iimilar  views  were  expressed  by  IMr.  Canning,  then  Prime 
ni'ter,  and  by  maiiv  of  the  leading  members  of  the  House 
of  Commens.  Mr.  Hudson  Gurney  said  : — 

ile  thought  the  House  had  gone  much  too  far  in  the  xkrigiia  busi- 
ness [ii  forcKiii  mining  operation,  to  inipiire  into  a'hich.  a Committee  had 
hee  I appyiniedj  in  the  p>reeions  year]  and  he  tvas  glad  of  an  opportunity 
to  retrace  their  steps.  He  was  doubtful  as  to  the  propriety  of  the 
coi  ase  they  had  adopted,  and  dreaded  any  extension  of  the  priuciple.^_ 

The  motion  for  the  appointment  of  the  Committee  was 
withdrawn,  and  we  cannot  but  think  it  would  have  been, 
better  if  the  House  of  Commons  in  the  present  day  had  taken 
this  course  as  a precedent  when  dealing  with  the  motion  for 
the  appointment  of  a Poyal  Commission  into  the  constitution 
ard  modes  of  business  of  the  London  Stock  Exchange. 


]HE  PEOPOSED  EOYAL  COMMISSION  OF  INQEIEY 
INTO  THE  STOCK  EXCHANGE. 

(From  the  Railway  News,  March  24th.) 

T IE  statements  made  by  some  of  the  speakers  in  the  House  of 
C)imncns,  on  Tuesday,  on  the  motion  of  Mr.  Yorke  lor  the 
a]  »poiutinent  of  a Hoyal  Commission  to  inc]^iure  into  the  con- 
stitution and  management  of  the  business  of  the  Stock  Fx- 
change,  justify  in  one  respect  the  grant  of  the  proposed 
ii  quirv.  It  cannot  be  assumed  for  an  instant  that  hon.  inem- 
b;rs  would  state  as  facts  matters  which  they  knew  or  might 
h Lve  known  to  be  unsupported  by  evidence.  If  S!)  dlstin- 
g lished  a body  as  the  House  of  Commons  is  ignorant  upon  a 
subject  on  which  some  of  its  members  are  anxious  to  legislate, 
tl  en  assuredly  a commission  of  inquiry  should  be  granted,  if 
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only  for  the  purpose  of  instructing  this  brunen  ot  the  Legn- 
laturc  and  enabling  it  to  obtain  correcUntonnation  necessary 
to  form  correct  opinions  upon  the  subject.  It  ma\yoe  qui  e 
true  that  the  facts  which  are  required  to  bo  asceHained  ai  e 
clear,  patent,  and  accessible  to  the  whole  world  ; but  thou 
is  so  much  more  in  keeping  with  the  dignity  ot  a muiom 

assembly  that  they  should  be  instructed  by  the  veporC  ot  a 
Eoval  Commission  rather  than  by  the  usual  channels  ot  mjo.- 
mation.  It  is  quite  true,  as  was  pointed  out  by  niore  tnan 
one  of  the  hon.  members,  that  there  was  really  nothing  ^ 
learned  about  the  Stock  Exchange  that  was  not 
•ivailable.  It  is  quite  true  that  no  one  had  any  specn  o 
charge  to  make  against  the  Stock  Exchange  as  a bo  w ; and, 
ht  Pole  to  find  a grievance,  no  one  even  suggc.sted  the  nature 
of  the  remedy  to  be  applied.  There  caunoc  be  xei}  muca 
wrono- with  the  Stock  Exchange  when  the  only  charge  th^ 
cveii^uch  an  expert  in  these  matters  as  Sir  E.  \\  atkin  could 
malVihs  ;kt  ihvas  - a trades  rmioa.”  , If  the  charge  were 
true,  it  was,  to  say  the  least,  'Ug'-q'y>-'yOr  the  hon.  memoei 
for  Hythe  to  have  made  it  agaiiiM  lus  kieiids,  toi  nas  it^ 
those'  “ iiitluential  members  ot  the  StocK  Lxcliango 
whoso  advice  and  counsel  he  was  led  to  propose  that  great 

boon  to  the  public  of  a fusion  ol  the 

Chatham  and  Dover?  Of  the  charge  ol  Sir  E.  M atkm,  it 


might  be  said- 


“ Thi.s  was  the  most  mikiiukst  cut  of  all.” 


“ Trades  unions  ” are  simply  associations^  rocopiised  by  law, 
formed  for  the  purposes  of  doing  that  wbicli  tlie 
ber  for  Tlytbe  seeks  to  do  ys  “ the  _ sliaivholders  fiiuid  toi 
those  whom  he  represents  in  the  railway  world. 

Passiim- to  more  serious  charges  urged  against  the  Stock 
Exchang?,  we  cannot  but  regret  that  the  practical  business- 
like observations  of  Mr.  Goschen  were  not  permitted  to  have 
oreater  wei  ’ht  with  the  House.  Had  this  been  the  cai>e,  a 
more  correct  opinion  would  have  been  formed  as  to  the  con- 
stitution and  real  functions  ol  the  S ock  Exchange  Ihe 
whole  of  the  arguments  addressed  to  the  support  ot  the  in- 
quiry were  based  upon  utterly  erroneous  ideas  upon  these 
LbjLts.  One  would  imagine  from  the  remarks  which  were 
made  that  the  Stock  Exchange  existed  merely  lor  the  pur- 
pose of  promoting  speculation,  and  not  for  the  transaction  of 
tlie  ordinary  every-day  business  of  bujung  and  selling  stocks 
and  shares.  With  the  character — good,  bad,  or  mdilterent  - 
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of  these  securities,  the  institution  has  nothing  whatever  to 
do  and  does  not,  or  could  not,  if  it  would,  give  any  guarantee 
of  the  value  of  the  things  bought  or  sold.  Some  of  the  sup- 
po  ’ters  of  the  motion  appeared  to  think  that  the  Stock 
Ej  change  had  failed  in  its  duty,  because  it  had  not  protected 
on  i section  of  the  public  who  were  buyers,  against  another 
se(  tion  who  were  sellers  of  doubtful  or  worthless  securities. 
T1  is  is  a duty  which  that  body  has  never  undertaken,  and 
which  it  has  not  the  machinery  or  power  of  discharging.  It 
is  urged  against  them  that  they  permitted  a number  of 
fo‘  eign  loans  to  be  introduced  into  this  country,  the  proceeds 
of  which  were  squandered  or  stolen,  and  the  dividends  upon 
winch  have  not  been  paid.  But  the  persons  who  brought  out 
thise  loans  were  the  distinguished  diplomatic  representatives 
of  foreign  countries,  accredited  to,  and  received  at,  the  Eng- 
lish  court — men  whose  diplomatic  costumes  were  covered 
wi  th  the  ribands  and  orders ‘of  their  grateful  Governments  ; 
who  were  accepted  at  great  civic  and  public  assemblies  as 
the  representatives  of  the  diplomatic  body,  and  whose  well- 
tu  rned  phrases  about  the  credit  and  resources  of  the  Govern- 
m 2nts  of  Costa  Bica  or  Honduras  elicited  the  applause  of  post- 
pi  andial  auditors.  When  these  gentlemen  offered  to  relieve 
E iglish  capitalists  of  a portion  of  their  surplus  wealth,^  they 
cc  uld  always  point  with  proud  satisfaction  to  the  declaration  of 
B ’itish  iMinisters,  that  the  great  work  of  the  Honduras  Rail- 
w ly,  which  was  to  bo  undertaken  by  the  founders  of  the  loan, 
w )uld  be  of  inestimable  value  to  the  commerce  and  civiliza- 
ti  m of  the  world.  If  Turkey  required  a loan,  there  were  to 
b(  quoted  in  its  favour  the  opinions  of  a Prime  Minister  or  a 
E meign  Secretary.  Or  going  back  to  earlier  times,  when  the 
Si  »uth  American  Republics  wanted  loans,  there  was  put  forward 
tl  e proud  boast  of  Canning  about  calling  a new  world  into 
e:  dstence  to  redress  the  balance  of  the  old.  When  Greece  was 
fi,  jhting  to  the  death  over  its  phase  of  the  Eastern  Question,  it 
wk  the  patriots  and  political  economists  of  that  day  who  urged 
tl  e British  capitalists  to  provide  the  Greeks  with  that  money 
w dich  was  wasted  and  plundered,  and  appropriated  by  the 
“friends  of  the  Greek”  in  a manner  which  might  even 
e::cite  the  envy  of  a contractor,  or  a diplomatic  represen  ta- 
ti  76  of  Honduras. 

It  was  urged,  in  the  course  of  the  debate,  that  the  Stock 
Exchange  had  not  exercised  due  vigilance  with  respect  to  the 
b ino-ing  out  of  these  loans  of  modern  times,  and  that  the 
nachinm’y  of  the  association  afforded  facilities  for  placing 
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them  with  the  public.  This  was  no  doubt  perfectly  true,  and 
it  is  quite  probable  that  some  of  its  members  maj  ia\e  ac  t , 
in  regard  to  their  share  of  the  transactions,  in  a manner  which 
could  not  be  justihed,  and  which  was  against  the 
which  the  rules  and  regulations  of  the  Stock  Exchan  e had 
been  framed.  The  charge  made  on  Tuesday  was,  la  ese 
alleged  malpractices  on  the  part  of  some  of  the^memb^s  of 
the  body  having  been  exposed  by  the  Foreign  ° 

mittee,  nothing  had  since  been  done  by  the  Stock  Excha  ^ 
to  prevent  a recurrence  of  such  scandals  in  t le  u me. 
cumstances  have  so  completely  changed  since  the  repor  o 
the  Committee  in  1875  that  it  would  e a \vor' 
supererogation  to  frame  regulations  as  to  the  issue  or 
foreign  loans  since  that  date  of  the  class  which  formed 
the  subject  of  inquiry  by  that  Committee  No  fo^^igu  loans 

of  the  kind  then  negotiated  have  since  been  ^ ® 

public,  and  it  will  probably  be  many  years  before  the  rules 

and  regulations  of  the  Stock  Exchange  will  be  app 
their  introduction  into  this  country.  It  is  not,  ^®^®^®^’ 
correct  to  say,  as  was  stated,  that  the  recommendations  ot  the 
Foreign  Loans  Committee  have  been  disr^ai  e . ^ 

formerly  thought  that  any  statement  of  a Foreign  Minister 
accredited  to  and  accepted  by  _ our  Government  won  d 

sufS-ciently  vouch  for  the  authority  and  2 ronop 

proposed  loan  to  the  State  which  he  represented  Hi  deference 

to  the  wish  of  the  Foreign  Loans  Committee  it  is  now,  hoi^  - 

ever,  required  that  particulars  regarding  any  piopose^ 

loan  should  be  made  under  statutory  declaration  in  all_  cases 

where  the  Stock  Exchange  Committee  is  asked  to  g^'®  ^o 

such  loan  an  official  sanction.  The  Committee 

that  the  prospectus  of  a foreign  loan  should  in  future  state, 

among  other  things,  the  following,  viz. . 

1.  The  authority  from  the  borrowing  State. 

i.  The  public  debt  of  the  State.  ,.,.1,- 

3.  The  revenue  of  the  State  for  the  preceding  u^  revenues 

4.  In  Ciise  of  special  hypothecation,  a *“'1 

lands,  forests,  public  works,  or  other  "1  on  b ^ 

loan  is  secured,  and  of  prior  chaiges,  if  any,  1 ^ 

"f'n.ei’uitSft  rf“he  interest  is  to  bo  met  during  the  next 
five  years. 

It  is  scarcely  necessary  to  say  that  the  recommendations  of 
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a Conirnittee  have  not  the  force  of  an  Act  of  rarliainent. 
T lev  are  simply  the  opinions  of  the  members  who  form  the 
C )inmittee,  and  are  open  to  discussion  as  to  their  merits 
pi  ecisely  as  any  other  propositions  to  be  submitted  to  Parlia- 
ment might  be.  With  respect  to  these  proposals,  Mr.  Cohen, 
in  a paper  read  at  the  Social  Science  meeting  at  Brighton 
la  it  year,  made  the  following  practical  suggestions  : — 

1.  Is  always  set  out  on  every  prospectus,  with  t3very  circumstance 
of  date  and  detail,  and  with  an  invitation  to  a closer  inspection. 

2 and  3.  The  second  and  third  are  giv’en  in  the  “ Statestnan  s Tear 
B )ok,”  and  are  now  accessible  to  every  one. 

i.  The  fourth  is  now  complied  with,  and  with  every  possible  parade 
in  all  case.s  where  any  hypothecation  is  now  given. 

5.  Tlie  hfth  is  the  only  novel  suggestion,  and  should  be  productive 
of  advantage,  although  it  is  easy  to  show  (and  the  report  itself  supplies 
ai  instance)  how  this  provision  could  be  evaded. 

0.  The  sixth  is  hardly  a practical  suggestion,  but  at  pre.sent  it  i.s 
oi  ly  in  the  case  of  the  worst  loans  that  provision  for  future  dividends 
is  made  at  the  outset. 

Anotlier  point  recommended  by  tbc  Foreign  Loans  Com- 
n ittee  was  that  “ returns  should  be  from  time  to  time 
published  in  the  Official  Stock  Exchange  List,  not_  only 

0 ’ the  nominal  amount  of  the  loan  which  now  appears  in  the 
list,  but  of  the  actual  amount  held  by  the  public  on  which 
interest  is  paid.^*  4.his  suggestion  has  been  acted  upon,  and 
t le  official  list  gives  the  particulars  required,  and  more  than 

1 lis,  for  the  list  contains  statements  of  the  actual  amount 
held  by  the  public,”  on  which,  unfortunately,  interest  is 

not  ” paid.  _ _ 

The  third  great  accusation  urged  against  the  Stock  Ex- 

c range  and  in  favour  of  the  proposed  inquiry,  is  the  practice 
of  quoting  bargains  before  allotment.  The  Foreign  Loans 
(ommittee  expressed  a very  strong  opinion  against  the 
custom  of  buying  and  selling  stock  on  behalf  of  the  coii- 
t:-actors  to  create  a fictitious  market,  for  the  purpose^  of 
i iducing  the  public  to  apply  for  allotments  of  the  loan.  Ihe 
report  states  that  “the  public  had  no  means  of  Icarning^^that 
tie  contractor  was  the  principal  in  these  transactions,”  and 
t ley  also  add,  “ even  the  jobber  was  often  ignorant  of  the 
fict.  Up  to  the  year  1864  the  Stock  Exchange  refused  to 
r ■'co'^nize  bargains  in  shares  made  before  allotment,  but  the 
rule'’broke  down  in  the  following  year  “under  the  pressure 
a lid  persistent  determination  of  the  public  t<)  enter  into  such 

t 'ciTis3  ct  ions  ^ 

It  is  curious  to  refer  back  to  the  money  articles  of  those  days 
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and  read  the  quotations  for  sliares  of  new  companies  prior  to 
allotment.  Among  thorn  is  to  be  found  one  which  Sir  L. 
Watkin,  who  is  now  so  loud  in  his  complaints  against  those 
who  had  originated  the  many  disastrous  transactions;’  was 
himself  the  chairman — viz.,  the  Iluinher  Iron  Works.  The 
shares  of  this  company  were  quoted  to  2 prem.  before  a 
sin<^le  share  had  been  allotted.  This  was  one  of  the  many 
schemes  on  behalf  of  which  promoters  appealed  to  the 

public  through  the  Stock  Exchange.” 

Those  interested  in  the  promotion  of  this  company  bougat 
a lar^^e  number  of  shares  to  keep  up  the  price  in  the  market 
prior'’ to  allotment.  They  subsequently  sought  ^to  repudiate 
their  contracts  on  the  ground  that  such  dealing  in  shares  was 
illegal,  and  besought  the  Committee  ot  the  Stock  Exchange 
not  to  grant,  or  at  least  to  postpone,  the  usual  settlement. 
The  Committee,  however,  declined  to  accede  to  this  request, 
and  thus  compelling  that  all  bargains  in  the  shares  should  be 
settled.  Surely  it  was  not  the  fault  of  the  Stock  Exchange  if 
investors,  tempted  by  promises  in  the  prospectus  of  20  per 
cent,  and  and  a niuch  /uyvyo*  ciuiounty  il^the 

works  continue  to  bo  fullv  employed,”  eagerly  subscribed 
for  the  shares.  The  capital  of  £1,000,000  was  subscribed 
for  this  undertaking,  the  merits  of  which  were  Aouched 
the  Chairman,  “Mr.  E.  W.  Watkin,  Director  ot  the 
Great  Western  Eailway,  and  Chairman  of  the  Grand  Trunk 
Railway.”  In  a few  months  the  shareholders  lost  the  whole 
of  the  monev  wdth  the  exception  of  that  small  portion  which 
remained  for  distribution  after  the  liquidators  had  pei  formed 
“ the  last  offices  ” for  this  most  promising  undei taking. 

In  a memorandum  submitted  by  the  Stock  Exchange  to 
the  Foreign  Loans  Committee,  this  practice  of  dealing  in 
securities  before  allotment  w'as  very  fully  discussed,  and  the 
following  instance  w’as  mentioned  : — 


“ The  great  Frcncli  Incleirinity  Loan  may  be  cited  as  an  apt  illustra- 
tion ot  the  inexpedienc}'  and  iiiefficacy  of  intertorence.  It  is  iioloiious 
that  almost  every  house  of  standing  througliont  Lnrojie  as  interested 
in  it,  and  tliat  dealings  on  an  enormous  scale  took  place  immediately 
upon  its  announcement.  It  may  he  asked  Avhat  coiiceiA'ahle  restrictions 
or  penalties  could  have  prcA’cnted  these  dealings,  cither  here  or  abioad. 
It  cannot  he  denied  that  tlu'y  contributed  tc)  inspire  conlidenoe  and 
to  insure  the  ultimate  success  ot  the  loan.  No  one  can  lucasuio  the 
consequences  that  might  have  ensued,  liad  the  operation  collapsed  undci 
a general  prohibition  of  bargains  before  allotment.  Iiitluenccd  by 
these  considerations,  the  Committee  likewise  deprecate  aiij  legislative 
action  in  the  direction  relerred  to.  It  is  also  their  conviction,  based 
upon  long  practical  experience,  that  the  possible  adAuntage  AAliich 
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s )me  persons  may  expect  from  restrictions  or  penalties  imposed  as  a 
r'medv  for  particular  abuses,  is  more  than  counterbalanced  by  tlie 
r ositive  miscliief  arisin"  from  the  disturbance  and  obstruction  ot  that 
f -ee  current  of  business Vliich  is  so  essential  to  the  ready  convertibility 
c f securities,  and  is  tlie  very  life-blood  of  the  public  market  The  com- 
nittee,  moreover,  venture  respectfully  to  submit  to  tlie  Select  Ooni- 
1 littee  that  the  most  etfectiial  check  to  malpractices  initiated  and  plannecl 
( ntside  the  walls  of  the  Stock  Exchange  is  to  simplify  the  present 
(umbroiis  and  costly  system  of  civil  and  criminal  procedure,  and  thus 
1 ) afford  the  ready  means  of  bringing  wrong-doers  'Vitlim  the  reach  ot 
1 he  law,  and  not  to  restrict  (even  though  it  may  be  for  a few  days  only) 

1 hat  liberty  of  contract  wliich  prevails  in  all  business  transactions  and 

; II  all  countries.” 

It  is  curious  to  find  that  the  Foreign  Loan  Committee, 
ind  the  Committee  of  the  Stock  Exchange  both  concur  in 
he  impolicy  of  legislative  interference  in  the  buying  and 
selling  of  stocks  and  shares.  The  Stock  Exchange  Com- 
mittee  recommeiid  a modification  of  the  present  cumbious 
ind  costly  system  of  civil  and  criminal  procedure,  in  o^rder  to 
afford  “ a ready  means  of  bringing  wrong-doers  within  the 
reach  of  the  law.”  The  Foreign  Loans  Committee  express 
their  conviction  that  the  best  security  against  the  recurrence 
of  such  evils  as  they  have  above  described  will  be  found 
“ not  so  much  in  legislative  enactments  as  in  the  enligh^U' 
ment  of  the  public  as  to  their  real  nature  and  origin.”  One 
of  these  bodies  is  speaking  from  long  and  practical  experience 
of  the  working  of  the  general  business  ot  thi^  Stock  Exchange  , 
the  other,  founding  its  opinions  upon  the  result  of  a long  and 
patient  inquiry  into  a particular  class  of  transactions,  arrived 
at  the  opinion  that  no  practical  good  can  result  from  legisla- 
tive interference  with  the  business  ot  th<3  Stock  Exchange. 

It  is,’’  as  the  Times  points  out,  '' remarkable,  and  probably 
unprecedented,  that  while  many  members  supported  the 
proposal  for  the  appointment  of  a Hoyal  Commission,  not  one 
made  any  practical  suggestion  for  an  amendment  of  the 
machinery  of  the  Stock  Exchange.  When  oven  Mr.  Lowe  tails 
us  the  chance  of  a Eoyal  Commission  making  a great  dis- 
covery is  very  slight.”  We  are,  therefore,  at  a loss  to  under- 
stand what  practical  good  can  result  from  th  e proposed  inquir} . 
On  one  point  there  is  no  room  for  doubt,  that  is — that  the 
Stock  Exchange  have  nothing  to  fear  from  the  most  seaiching 
investio-ation.  Like  other  associations  or  professions,  not 
excepting  the  legal  or  clerical,  it  may  possibly  reckon  ainong 
its  members  some  whose  opinions  as  to  the  mode  ot  conduct- 
ing business  are  somewhat  elastic  in  their  application;  but, 
taken  as  a body,  the  inquiries  of  the  Eoyal  Commissioners 
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can  have  no  other  result  than  that  of  establishing  the  fact 
that  it  discharges  in  a most  successful  manner  the  work  for 
which  it  has  been  established,  which  is  neither  more  nor  less 
than  that  of  the  buying  and  selling  of  stocks  and  shares. 
With  respect  to  these  duties  the  Times  very  properly  says  : — 

“In  the  present  case  the  danger  of  the  appointment  of  a Royal  Com- 
mission is  that  it  may  strengthen  the  false  idea  that  the  Stock  Exchange 
is  a body  offering  some  guarantee  of  the  character  of  the  securities 
bought  and  sold  by  its  members,  and  therefore  found  in  default  when 
these  securities  are  discovered  to  be  unsound.  No  committee  of  brokers 
could  execute  the  functions  thus  suggested  ; and  any  procedure  of  Par- 
liament tending  to  propagate  the  belief  that  the  Stock  Exchange  does 
discharge  them  is  impolitic.  We  must  rely  on  individual  judgment  and 
the  remedies  of  the  law  for  the  punishment  of  fraud  ; and  we  deprecate 
too  sanguine  expectations  of  a cure  from  the  roving  commission  the 
Government  have  granted.” 

NOTE  TO  PAGE  44. 

The!  Greeks,  buoyed  up  with  the  hope  of  having  a fleet  capable  of 
contending  with  Ibrahim  Pasha,  had  just  reason  to  complain  of  the  treatment 
they  had  received;  two  millions  had  been  raised,  and  expended  by  other 
bauds  than  their  own,  and  the  knowledge  of  so  vast  an  amount  of  plunder 
and  peculation  in  which  they  might  reasonably  have  claimed  a right  to  share, 
only  added  fuel  to  their  burning  wrath.  A storm  of  indignation  was  raised, 
Mr"  Hume  and  the  “ scholar  and  linguist  ” were  openly  accused  of  serious 
ofteuces.  An  investigation  Avas  demanded,  Avhen  it  was  discovered  that  the 
first  million  was  swallowed  up  in  expenses  incurred,  and  only  about  one-tenth 
was  said  to  have  gone  to  Greece.  The  Greek  deputies  received  enormous 
allowances,  and  Mr.  Hume,  who  did  not  attend  the  committees,  had  £10,000 
assigned  to  him  of  the  first  loan,  and  when  the  price  fell  to  16  per  ceut,  his 
love  for  Greece  visibly  waned.  After  much  unseemly  controversy,  the  stock 
in  his  name  was  taken  hack  at  13  per  cent  discount,  by  which  he  saved  £300 
out  of  the  £1,600  he  lost.  Soon  after,  however,  the  stock  rose  again  to  par. 
This  gentleman,  Avhose  favour  must  he  retained  at  any  cost,  applied  for  and 
obtained  the  £1,300,  he  a little  while  ago  insisted  on  giving  back.  Not 
content  Avith  this  great  concession  to  one  of  the  friends  of  Greece,  he  again 
applied  for  and  obtained  after  a hard  fight,  the  £54  interest  that  accrued 
between  the  time  of  bis  givdng  back  the  shares,  and  taking  them  again.  ^Ir. 
J.  Bowriug,  scholar  and  linguist,  took  £25,000  of  stock  at  59  per  cent.  When 
it  fell  he  Avas  loud  in  bis  declarations  of  the  services  he  bad  rendered  to  the 
same,  and  being  terrified  at  the  fall  to  a discount  of  18  per  cent,  be  implored 
them  to  let  him  oft’  at  10  per  cent.  When  it  rose  to  pai',  be  applied  to  have 
bis  scrip  returned,  and  Avlien  reminded  that  be  Avas  no  longer  entitled  to  the 
money,  he  said,  on  seeing  bis  letters  on  the  subject  produced,  that  be  bad  ior- 
gotten  the  circumstances  so  A'ividly  recorded  in  bis  own  handwriting.  Again 
he  AATote,  this  time  saying,  “ I hope  Ave  shall  see  the  loan  rise  to  a good  price, 
for  the  benefit  of  everybody,  as  the  difference  to  me  is  a serious  one,  and  to 
the  Greek  Government  of  little  importance.  I hope  you  Avill  oblige  me  by 
alloAAdng  the  return  of  the  £25,000  scrip.  To  Mr.  J.  BoAvring,  “scholar  and 
linguist,”  Avas  confided  the  construction  of  a halauce-sheet  for  the  first  loan, 
and  AvhateA’er  may  have  been  his  object  in  issuing  the  financial  statement 
which  he  ])ut  forth,  it  had  no  other  eftect  than  that  of  strengthening  public 
opinion,  already  strongly  imbued  Avith  a just  sense  of  the  folly,  iuca parity  and 
even  want  of  honesty,  of  some  if  not  the  majority  of  the  jircsumed 
distinguished  friends  of  the  afflicted  Hellenes. — “ Sketches  of  the  History  of 
the  Stock  Exchange,”  by  J.  H.  Lamprey,  EailiL'ay  News,  Sept.  23,  1876. 
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THE  LONDON  STOCK  EXCHANQE. 

N R,  R.  YORKE,  on  rising  to  move  the  resolution  which  stood  in  his  name,  said 
t'  .e  question  was  one  of  great  perplexity  and  difficulty,  the  difficulty  arising  not 
St  much  from  the  paucity  of  materials,  but  from  au  emharras  de  ricJies^^es,  If 
a lybody  chose  to  go  into  detail  upon  all  the  scandals  at  the  time  of  the  Foreign 
1 oans  Committee,  the  speeches  might  be  endless.  It  was  not,  however,  his 
ii  tention  to  do  more  than  he  could  help  in  blaming  individuals.  The  object  of 
h s motion  was  to  attack  the  system,  or,  at  any  rate,  to  show  that  the  system 
V iider  which  the  Stock  Exchange  was  now  managed  was  not  conducive  to  the 
interests  of  the  public,  that,  as  was  said  by  one  of  the  witnesses  before  the 
( ommission,  a kind  of  original  sin  attached  more  or  less  to  all  those  who  took 
I .irt  in  its  proceedings,  and  that  until  some  radical  reformation  occurred,  there 
\ as  no  hope  of  a better  state  of  things.  As  many  members  had  told  liim  they 
\ ere  utterly  ignorant  of  the  Stock  Exchange,  perhaps  he  might  be  allowed  to 
jive  a brief  "sketch  of  its  origin,  objects,  and  present  constitution.r  Stock- 
I roking  was  not  a very  ancient  trade.  In  this  country  it  was  about  200  years 
c Id.  in  1728,  Sir  Robert  Walpole  passed  au  Act  which  showed  the  prescience 

< t‘  the  great  statesman  by  forbidding  any  subject  of  Her  Majesty  to  subscribe 
1 5 foreign  loans  without  a licence  under  the  Privy  Seal.  If  Sir  R.  Walpole 
( ould  have  seen  what  happened  150  years  later,  he  would  have  been  j)leased  at 
1 lie  results  which  ensued  when  his  Act  was  allowed  to  fall  into  desuetude. 

! lock-broking  dated  from  the  incorporation  of  the  Bank  of  England  and  the 
] eginning  of  our  Funded  Debt.  It  was  not,  however,  till  about  forty  years 
s go  that  the  business  assumed  the  gigantic  proportions  of  to-day,  through  the 
i ivention  of  railways.  Foreign  loans  and  joint-stock  enterprise  had  swollen  this 
1 usiness  still  further;  and  two  years  ago  the  nominal  value  of  the  stocks  and  shares 

< uoted  on  the  Stock  Exchange  w\as  computed  in  “ Fenn  on  the  Funds  ” at  no  less 
1 lian  £1,550,000,000.  It  was  now,  he  believed,  much  largt  r,  and  the  daily  official 
1 j3t  included  over  1,300  classes  of  securities.  Such  w^as  tlie  magnitude  of  the  inte- 
] ests  with  which  the  Stock  Exchange  dealt,  and  the  public  were  entirely  depeu- 
( ent  upon  the  members  of  that  body  for  the  opportunities  they  had  of  buying  and 
selling  in  such  investments.  As  to  the  objects  of  the  Stock  Exchange,  that 
] ilace  was,  primarily,  nothing  more  than  a convenient  place  wffiere  brokers 
might  meet  for  transacting  their  business.  It  had  now  not  only  become  a 
market  for  buying  and  selling,  but  was  the  only  centre  in  which  the  peculiar 
! ;ind  of  securities  there  dealt  in  could  be  called  into  being.  The  Stock  Ex- 
) hange  stood  in  much  the  same  relation  to  incorporated  enterprise  as  a bank 
itood  in  towards  a trader;  and  a broker  performed  double  function.s — first, 

owurds  the  promoters  of  a scheme,  and,  secondly,  as  au  agent  for  clients, 
f '-'here  were  2,015  members  of  the  Stock  Ex<*hange,  of  whom  three-eighths 
^ rere  dealers,  and  the  remaining  five-eighths  brokers.  Each  dealer,  as  a rule, 

. oiifined  himself  to  a particular  class  of  securities,  standing  prepared  ‘‘to  make 
pi'ice,”  as  it  is  termed,  the  margin  hetween  the  price  at  which  he  was  pre- 
)ared  to  sell  and  that  at  which  he  was  prep:ire<l  to  buy  being  his  profit.  This 
nargin  varied  upon  different  kinds  of  securities,  and  was  greater  or  less, 
iccording  as  the  market  hapyiened  to  he  more  or  less  unsettled.  He  had  been 
nformed  that  recently,  within  :i  few  days  the  margin  h id  varied  no  less  than 
2 per  cent.  The  settlement  of  all  transactions  was  fortnightly,  except  Consols, 
vhich  were  monthlv.  No  less  than  tivc-sixths  of  the  whole  business  of  the 


O 
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stock  Exchange  were  time  l)avi?alus,  ami,  therefore,  opposed  to  its  legitimate 
Imsincss.  But  for  the  machinery  of  the  Stock  Exchange, 
ivould  have  to  hunt  for  customers,  ami  it  would  be 

harmiins.  Were  it  not  for  the  competition,  the  dealer  would  he  able  to  lix  In. 
own  price,  and  sometimes,  in  small  transactions,  it  was  possihle  that 
there  would  he  collusion  hetween  the  dealer  and  broker,  and  the  public 
would  he  the  victims.f?Tn  justice  to  the  Committee  he  luust 
..peratious  were  directed  to  prevent  this  liemg  done,  but  it  ivas  cxccui- 
ingly  difficult  to  provide  against  it.  ^;With  regard  to  the  coustitutio  of 
tlie  Governing  Body,  it  consi.stcd  simply  of  a_  Committee  t , 
annually  elected  bv  ballot,  on  the  2Uth  ot  .Alurch,  curiously  enough  tin  clay  on 
which  he  had  the  honour  of  addressing  the  House.  This  body  had  absolute 
power  of  reprimanding,  suspending,  and  cxpcdliiig  any  mciiiber  by  a imipritv 
Lf  two-thirds  in  a Committee  with  a quorum  of  12.  Its  powers  were  emplo\ei 
in  dealing  with  mock  bargains,  the  treatment  ot  bankrupt  members,  ami  so  on. 
It  niiffht  he  said  to  bean  iwperium  or  impen-o,  with  jiowers  stronger,  perhaps, 
than  any  similar  body  except  Tattersalls.  They  were  ^^overned  by  a eode  of 
172  rules.  The  hon.  gentleman  then  read  the  opunoii  ot  the  Comnnttec^  on 
Foreiern  Loans,  as  to  the  character  of  the  Stock  Exchange  CoinnuttcL^  ni  winch, 
among  other  things,  it  was  stated  that  any  attempt  to 
to  the  inajoritv  would  he  vain,  and  that  such  a body  was  not  tit  foi  tlu. 
of  imliciai  functions.  In  one  branch  of  its  iurisdicliou  the  Cominittce 
to  have  come  into  collision  with  the  laws  of  this  country.  He  had  stated  t t 
the  treatment  of  bankrupt  ineinhers  was  included  in  the  pciwers  ot 
mittec.  They  actually  appointed  official  assignees,  who  recouod  the  .issete  amt 
divided  thein  among  the  Stock  Exchange  creditc.i;s  as  it  the  ^ oek  L.xchangi 
was  a world  in  itself  and  had  no  connexion  with  the  outer  world.  In  the  ca.e 
of  a Mr.  Cooke  it  had  been  suggested  to  divide  jus  assets  among  the  mem  icis 
of  the  Stock  E.xchange,  ignoring  the  world  outside;  hut  Mr. 
decided  against  that  course,  and  the  Lords  Justices  continued  his  dec  . 
Lord  Justice  James  remarkiug  that  tlie  Stock  Lxchaiige  was  not  au  .Us.^ 
ami  that  the  Stock  Exchange  creditor  was  to  he  jiut  on  an  eiiiial  iootiii„  t 
the  other  creditors  aud  to  be  entitled  to  no  other  favour.  That  was  one  case  in 
which  the  rules  of  the  Stock  Exchange  had  come  into  colhsioii  with  puhlu. 
policy,  and  there  were  other  cases  also  in  which  those  rules  set  aside. 

Another  objection  was  that,  having  to  detcrimne  as  to  special  settlements,  th,. 
members  of  the  Committee,  jobbers  and  brokers  theniselves,  had  to  act  in  a 
judicial  capacity  in  matters  in  whieh  their  own  interest  was  otten  luii- 
cerned.  In  the  ease  of  tlie  Coiilederate  Loan,  all  tiaiis.ictioiis  weu 
made  and  completed  betweei^  the  piihlie  and  the  dealers,  who  ixed 
tlie  settlements  themselves.  Stock  Li^ehaiige  was  also  a .loint- 

stock  conipaiiv  ; it  was  not  registered,  hut  the  Imilding  belonged  to  the  imm- 
hers  ; they  subscribed  and  made  prolits  and  imrtook  ot  those  i.rohts  as  s laie- 
holders.  ‘Xew  members  were  admitted  very  loosely  and  on  innc.i  less  duhuilt 
terms  than  on  some  of  the  provincial  Exchanges-— that  ol  Liverpool,  fur  ex- 
amnle,  where  a man  was  required  to  deposit  a considerable  sum  ot  im)iie\ , that 
.-rippled  specul-ation  and  tended  to  secure  a respectable  class  ot  inemh^-.s- 
thiit  was  not  the  case  in  London.  The  entrance  money  had  been  Lp>,  the  annual 
suhscriiition  £12  10s.,  aud  three  securities  ot  £300  each  ; hut  within  a jeai  the 
.-ntranee  nioqey  had  been  raised  to  £100,  the  subscription  to  £-0,  and  siir.lies 
to  £750  each,  i The  house  was  haunted  by  adventm-ers-Jews  GrceL  so 

on-while  pefions  of  bankrupt  fortunes  who  hiul  laded  on  the  urt  and  in 
hiisiness  crowded  about  the  doors  and  coniiuuiiieated  with  km.  reel  spirits 
within.  Hence  it  had  been  freely  canvassed  among  those  who  te  t the  discredit 
of  this  state  .if  things  whether  it  would  not  he  better  it  the  .stock  Lxehang.- 
should  be  abolished  and  all  privileges  taken  Ironi  the  st.ickbroking  Ira.le.  L 
such  a misfortune  should  overtake  tlioin,  they  would  have  deserved  it  or 
attempting  two  iiicomnatible  things-to  provide  for  the  interests  ot  the  puhh.-. 


am  trv  to  mako  ^auibHu:;^  profits  for  themselves.  There  was  one  object  on 
\vh  ch  luul  been  more  frequently  made  than  any  other  since  lie  had  taken  this 
lua  ter  in  hand.  When  he  stated  that  he  was  goinii^  to  move  for  a Commission, 
a g iutleman  said  t(>  him,  What  do  you  want  to  do  ? It  is  a private  under- 
tak  in^/*  His  reply  to  this  objection  would  be  that  by  ruh^  10  the  business  of 
the  Committee  was  divided  into  two  classes,  the  second  of  which  dealt  with 
“ t'  e iiivestlt^ation  of  claims  and  other  matters  relating  to  the  interests  of  mem- 
bei  s and  of  tlie  j)ublic.^’  As  long  as  these  persons  confined  themselves  to  their 
ow  i affaii’s  the  objection  he  bad  mentioned  was  valid ; but  they  admitted  in 
tlu  ir  own  rules  that  tliey  were  charged  with  the  interests  of  the  public,  and 
th(  y had  sjiecial  meetings  for  considering  those  interests.  If,  by  their  own 
sh(  wing^  they  had  to  deal  with  matters  of  public  policy  they  could  be  dealt 
wi  h by  the  Legislature  insucli  a manner  as  ])ablic  policy  might  dictate.  These 
j)e<  pie  had  a virtual  monopoly  of  the  power  of  enabling  us  to  buy  and  sell 
shi  res.  Practically  other  monopolies,  such  us  railways  and  gas  companies, 
we 'e  subject  to  special  regulations  in  the  interest  of  the  public;  and  tlie 
8t.  ek  Exchange  being,  on  their  own  showing,  in  the  interest  of  the 
pu  )lic,  ought,  as  a matter  of  public  policy,  to  bi.'  subject  to  rules 
in  the  interest  of  the  public.  LAs  at  present  constituted,  the  Stock 
Ej  change  was  the  most  perfect  organization  for  speculation,  owing  to  the 
rel  itious  existing  between  the  jobbers  and  the  brokers.  l*ossessioii  on  neither 
su  e was  retpiisite,  inasmuch  as  delivery  of  the  stock  was  unnecessary.  The 
Avl  ole  bargain  might  he  fictitious.  The  jobber  bouglit  and  sold  to  secure  to 
hi  nself  the  turn  of  the  market;  the  broker  tempted  tin  public  to  invest  to 
obtain  his  commission.'^  There  might  he  collusion  between  the  two;  he 
in  igined  there  often  was,  when  the  public  was  victimized.  He  might  quote  a 
sii  gle  instance  which  had  act[uired  notoriety — with  respect  to  the  Lisbon 
tvi  mways.  Even  after  the  evidence  given  by  Albert  Grant,  when  the  shares 
aj  [leared  to  he  worthless,  the  company’s  broker  came  foi  ward  and  said  that 
in  the  interest  of  the  Stock  Exdiauge  the  scheme  must  l»e  allowed  to  go  on, 
th  it  as  a settling  day  had  been  appointed,  the  brokers  and  dealers  must  not 
lo:  e their  commission,  and  therefore,  the  swindle  must  proceed.  (Hear,  hear.) 
X > doubt  the  Stock  Exchange  contained  many  worthy  and  honourable  men, 
w 10  felt  indignant  and  injured  by  the  reimtation  it  bad  acquired  during  the 
la:  t few  years.  He  believed  that  five-sixths  of  the  Stock  Exchange  speculation 
cc  iisisted  of  things,  done  by  some  and  endorsed  by  others,  which  involved  an 
in  mouse  amount  of  moral  ohliquit}'.  Their  circulation  of  false  rumours — the 
w ird  of  an  Emperor  or  the  rumour  of  a famine — to  raise  or  depress  the 
in  irket,  nut  only  raised  or  depressed  particular  stocks,  hut  the  whole  market 
In  ug  together,  and  sound  stocks  were  often  depressed  by  rumours  started  to 
ill  fuence  some  stocks  in  which  the  broker  was  deeply  interested.  He  would 
in  w proceed  to  suggest  some  remedies.  The  Stock  E.xcbange  professed  to 
regulate  speculation  which  was  admitted  to  be  inevitable — Did  it  do  so?  In 
ri  les  121  and  125  the  Stock  Exchange  stated  on  what  terms  they  would 
ai  mit  the  scrip  of  a new  loan  to  have  a special  settling  day.  The  Chairman, 
ii  his  evidence  before  the  Foreign  Loans  Committee,  stated  that  the  mere 
st  itement  of  the  contractors  formerly  was  taken,  but  that  was  now 
SI  pplementc'd  by  a statutory  declaration  without  inquiries  into  the  bond 
Ji  ies  of  the  scheme,  unless  fraud  were  patent  on  the  proceedings.  A 
settling  day”  gave  a certain  status  to  an  undertaking  which  it  had  not 
b -fore.  The" Foreign  Loans  Committee  in  their  Eeport  considered  that  these 
p ecautions  were  insufficient,  yet  they  did  not  recommend  the  registration  of 
f *reigu  loans,  considering  that  such  a measure  would  rather  funiisli  weapons 
f IV  litigation  than  security  against  fraud.  They  required  certain  things  to  be 
s ated,  such  as  authority"  from  the  borrowing  vState,  its  public  debt,  and  its 
r venue  during  the  three  preceding  years,  on  what  tlie  projiosed  loan  was  to  he 
s cured,  prior  charges,  Ac.  And  he  might  add — what  was,  perhaps,  required 
u i much  as  any  of  tlicsc — they  recommended  as  a statutory  declaration  the 


prices  at  wliich  the  loan  was  issued  and  the  di (Terence  between  that  price  and 
what  was  paid  to  the  contractor.  There  were  good  loans  which  were  founded 
on  the  credit  of  large  countries,  such  as  France  and  America,  ami  there  were 
those  of  smaller  states,  which  depended  on  the  industiaal  enterprise  the  loan 
was  to  carry  out.  The  Stock  Exchange  professed  to  regulate  speculation. 
Could  it  be  said  that  it  did  so  ? He  contended,  in  the  first  place,  that  it 
encouraged  speculation  by  admitting  a low  class  of  members  with  small  secu- 
rity. Secondly,  many  niemhers  of  the  Committee  were  jobbers  or  brokers, 


previous  position  to  shut  their  eyes  to  irauu.  IhirtUy,  tiieir  rules  ami  require- 
ments before  granting  a settlement  and  quotation  were  iusuHieient  to  insure 
the  bond  Jides  of  a sclieme.  Fourthly,  tlicy  did  not  seem  to  appreciate  the 
evils  of  tho  system  and  were  not  fertile  in  resources  in  devising  remedies. 
Fifthly,  the  situation  was  virtually  now  what  it  was.  When  the  Foreign 
Loans  Committee  reported,  they  offered  a \-ariety  of  suggestions, 
only  one  of  which  had  been  carried  into  eliect.  The  ipiestion  M'as, 
could  anything  more  he  done  ? He  wished  to  point  out  the  extent  of  the 
evil  which  had  followed  upon  the  imperfect  security  for  the  bond  Jides  of 
the  ventures  introduced  upon  the  Stock  Kxehaiige.  The  total  amount  ol  unre- 
deemed foreign  debt  was  now  2,427  millions,  of  whieli,  a very  competent 
jierson  assured  him,  no  less  than  one-third  was  held  in  England.  Tlie  interest 
upon  this  debt  was  £39,750,000.  The  seventeen  principal  defaulting  States 
had  an  unredeemed  debt  of  297  millions,  of  which  more  than  one-half  was  held 
in  England,  and  the  interest  upon  this  debt  was  thirty-eight  millions.  The  com- 
mittee said  that  the  principal  cause  of  these  evils,  in  comparison  with  which 
all  others  sank  into  insigniticanee,  was  the  practice  of  quotation  before  allot- 
ment. As  an  cxanqile  of  the  way  in  which  these  things  were  niaiiuged,  lie  re- 
ferred to  the  history  of  a loan  for  the  liepuhlic  of  Uruguay  in  ]S74.  An 
original  loan  of  £3,500,000  had  been  placed  in  this  country  in  1S71.  A well- 
known  house  stipulated  for  an  additional  commission  of  14  per  cent,  on  the 
new  loan,  amounting  to  £87,000,  so  as  to  facilitate  the  placing  of  the  new  loan, 
which  was  for  £5,800,000.  The  scheme  did  not  succeed,  and  tliroiigh  a timely 
warning  the  amount  named  ivas  saved  to  the  Eritish  public.  To  show  tlie 
evnical  iiidilTcrence  of  the  Loudon  house  to  the  interests  of  the  Eritish  public, 
Im  quoted  a letter  from  its  agent  to  the  Finance  IMinister  of  Uruguay,  which 
was  read  before  the  Eepreseutative  Assembly.  Mr.  .8eott,  one  of  the  witnesses 
before  the  committee,  said  he  considered  tlie  present  machinery  wa.s  not  sudi- 
eient  to  detect  fraud,  hut  he  contended  that  it  was  not  the  Imsiiiess  of  the  Com- 
mittee of  the  Stock  Exchange  to  inquire  into  the  matter.  Like  the  jiriest  and 
the  Levite,  they  passed  by  the  sufferer,  who  waited  for  the  coming  of  a good 
Samaritan  out  of  the  Commission  now  moved  for.  Mr.  Scott  saw  great  evil  in 
the  SYstem,  hut  lie  could  not  initiate  a process  by  which  it  could  he  re- 
medied. The  Committee  of  the  Stock  Exeliunge  stated  in  a memorauduiii 
that  in  18G4  they  were  iiiqu'cssed  with  the  ohjectlonahle  ])roeeediiigs  of 
directors  and  others,  who  refused  to  recognize  bargains  on  shares  made  before 
allotment;  hut  the  restriction  which  they  then  imposed  broke  down  in  18(15 
under  the  persistent  determination  of  the  public  to  engage  in  sueli  transactions. 
The  whole  question  was  beset  with  difficulty  when  it  was  necessary  to  discriminate 
between  one  loan  and  another,  and  the  Committee  quoted  the  Ereneh  indemnity 
loan  as  an  apt  illustration  of  tlie  inefficiency  and  inexpediency  of  interference, 
and  they  deprecated  legislation  in  this  direction,  as  it  was  possible  that  any 
advantage  would  he  more  than  counterhalaiiecd  by  the  mischief  arising  from 
interruption  with  the  free  course  of  business.  This  opinion  was  exjiressed  in 
an  eloquent  passage  of  the  memorandum,  and  tlie  indefensibility  of  bargains 
appeared  to  he  a kind  of  idol  with  tlie  Stiiek  Exchange.  If  that  doctrine  were 
given  lip,  the  members  seemed  to  think  that  all  enterprise  in  the  way  of  foreign 
Toaus  would  he  driven  out  of  this  country.  He  would  say,  let  them  go  if  they 
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rcq  lived  to  be  placed  on  the  market  with  such  machinations  as  wtn*e  described 
bet  )ve  the  committee.  It  was  impossible  to  say  where  < iiterprise  endi'd  and 
g]jc  nilation  bepin,  and,  therefore,  these  transactions  should  he  carried  ont  in  the 
lilt  d of  day,  and  without  artificial  im])ediments  calculated  to  mislead  helpless 
im  estors.  He  hatl  left  the  i|uestion  of  joint-stock  enterprise  until  the  eonclusion 
of  lis  speech,  because,  upon  the  whole,  the  law  had  proved  adequate  to  deal  with 
ah'  ses.  Hv  the  3Sth  section  of  the  Act  <d‘  18f>7,  for  example,  it  was  j)rovl:led 
th:  t the  directors  should  he  liable  for  all  fraudulent  statements  made  in  an\ 
cn  tract  lu'twceu  them  and  the  jmhlie.  Tlie  Foreiirn  Loans  Committee 
sui  ir{‘sted  that  the  law  on  forei,e:u  loans  should  eitlier  he  assimilated  to  tlie 
l-n  which  ivirulated  joint-stock  emn]ianies,  or  eh>e  that  the  Stock  Lxchanu’o 
sir  'iild  he  thrown  open  for  jinrposes  (tf  otHcial  settlement  and  (piotation  to  all 
en  eiqu’ises  alike,  so  that  they  miirht  stand  or  full  without  otlicial  int<-rlorenci‘. 
'ft  eoiu-lnde,  he  asked  for  a Commission  to  take  u]>  the  work  so  well  he^^ain  by 
til  ‘ Fmvigu  L(')ans  Committee,  ^\hich  gave  tlu*  lUnise  a volume  ot  tacts,  from 
^\'l  ich  hon()nral)le  memhors  et)uld  araw  their  own  inferences.  He  believed 
ihit  a mixed  Commission  would  he  a hettt  r hotly  lor  sm  li  an  in([niry  th.in  a 
C.  mmittee  of  that  House.  Thtw  would  imiamt  into  the  tiuestioii  tlm  evidence 
tif  industrial,  tinancial,  and  commercial  authorities,  uho  would  bring  a wide 
ai  1 special  experience  to  hear  on  this  subject.  A’o  doubt  there  were  many 
lu  'Uihers  of  that  House  well  qmalitied  to  take  ]tart  in  such  an  imestigation, 
1)1 1 they  would  not  give  the  same  eontinnons  attention  to  the  subject  as  a 
('.  mmission.  There  were  hopeful  signs  in  the  Stock  Kxchange  itself,  and 
a xreat  change  had  occurred  since  the  Foreign  Loans  Committee  had  reported.^ 
T 1C  ease  of  ]\Ir.  Sturdy  last  year,  lor  cxamjile,  had  led  to  the  resignation  ol 
Ar.  lugiill,  a inemher  of  the  Committee,  who  had  been  re-elected  by  a large 
ni  nority  against  the  eaudidatt"  of  Mr.  de  Zoete  and  the  Stock  Lxchange  Com- 
11  ittec.'  Tills  led  to  the  resignation  of  the  chairman  and  the  Committee 
(',  ,naf>'se  and  the  reconstitution  of  the  Committee.  He  would  by  no  means 
a sert  tliat  the  inemht  rs  of  the  London  Stock  Exchange  Avi  re  all  corrupt, 
a id  that  there  were  no  honest  men  among  them.  He  kiu'W,  on  the  contrary, 
t' lat  there  us  an  honest  ref ernuing  element  which  was  willing  to  eo-o])erate 
u ith  any  Commission  that  might  he  ajqiointtd  hy  that  House,  and  whieli  was 
r adv  to  give  the  henelit  of  special  knouli  dge  and  experience  to  the  in\cstiga- 

I on.  If  it  were  said  that  lu‘  had  no  jiolicy,  he  would  rejily  tliat  this  was  the 
r -ason  why  he  asked  for  a Commission.  If  he  had  been  ju'epared  with  a policy 
I:.'  should  not  have  asked  for  a Commission;  hut  it  was  because  the  e^ ils  ol 
t ic  present  system  were  gross,  open,  and  pal])al)le,  and  ht cause  the  renu'dy  was 

II  )t  heyoml  tlie  reach  of  Parliament,  that  lie  asked  for  a Commissicn.  (Hear.) 
I .is  ohieet  was  not  so  mueli  the  rehuhllitation  of  the  ytock  Lxchange  as  tlu‘ 
I rotcction  of  large  numbers  of  nnsnspecling  persons  from  the  snares  of  wicked 
a id  ueeeitl'ul  men.  At  present  the  London  h^tock  Exchange  almost  veali/ed 
t le  description  given  by  the  lioman  poet  of  the  labyrinth  of  Crete  : 


“ Ut  (piondam  Creta.  fortnr  lubyrluthus  in  alta 
“ Parletihns  toxtum  cieeis  iter,  ancipitemqne 
“ Mille  viis  hahuisse  dolum  ipui  sigini  seqiU'iuU 
“ Falleret  indepreiisus  et  irreineahilis  error.” 

he  Athenians  paid  an  annual  tribute  of  blood  to  the  Minotaur,  and  we  had 
1 aid  an  annual  tribute  to  the  Stock  Exchange  of  ruin,  tears,  and  broken  for- 
tines.  He  trusted  that  if  the  Government  should  grant  this  Commission  it 
> onld  form  a incdern  Theseus  who  would  arise  and  destroy  the  monster,  and 
i , was  in  that  liope  that  he  moved  the  resolution  of  which  he  had  given  notice. 
( Jheeis.)  The  hen.  memher  concluded  by  moving: — 

“That  an  liumhle  address  he  presented  to  Her  ^laj<^4y,  praying  that  Her 
Majesty  will  he  graciously  pleased  to  issue  a Ivoyal  Commission  to  inquire  Into 
I lie'  origin,  objects,  present  constitution,  customs,  and  usages  of  the  Loudon 
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Stock  Exchange,  ami  the  mode  of  transacting  business  in  and  in  connection 
e^^th  and  whether  such  existing  rules, 

of  conducting  business  arc  in  accordance  with  tlie  principles  t.iat  should 
govern  public  policy,  and,  if  not,  to  advise  Her  Majesty  m noat  t. . j 

might  be  benetieially  altrwed,  and  how  lar  legislation  might  be  usetullj  un- 

^^*Sir^C°)ujSSELL,  in  seconding  the  resolution,  said  that,  as  a mendier  of  the 
Committee  on  Foreign  Loans,  be  l.ad  taken  great  interest  in  “ 

would  not  go  over  the  ground  so  well  occupied  by  p, 

to  c ill  attention  to  the  magnitude  ot  the  losses  sustained  by  toe  Imtisli  public. 

There  were  twenty-one  defaulting  States,  winch  bad 

non  000  Sterliu'-,  and  tlie  interest  ot  winch  amounted  to  ,14U,U0U,UUU 
Seif  lu^  tdso  be  added  to  these  losses  th,.  Imbble  companies 

floateefon,  lie  did  not  say  by,  the  Stoc-k  Exchange  Mr.  If  .Coal- 

man of  the  Stock  Exchange,  when  examined  before  the  l oic.^ii  lo  ans  Cn 

mittee,  at  lirst  stated  that  if  the  Stuck  Exchange  Committee  n.ailo  a «^‘™h 
cxaiuimitioii  in  each  case  they  would  never  get  througdi  the  bu.sniesS,  and  th.it 
he  did  not  see  that  the  Committee  could  operate  m the  dnvcuon  leqaiiid 
bv  the  Coniniittee  on  Foreign  Loans.  A little  later,  Mr.  De  /oete,  being 
alniin  examined,  said  it  would,  no  doubt,  be 

mittee  to  see  if  anvtbing  could  be  done  to  improve  the  laiv  and 

burtliat  any  rules  in  the  direction  of  restriction  would  be  =^";TrMdv  o 

uvincinles  on' whieli  public  business  was  conducted  that  they  uoulu  be  likch  U 
hil  Mr.  Scott,  the  Chairman- Elect  of  the  London  btock  Exchange,  gave 
admirable  evidence  before  the  Committee  on  Foreign  Loans,  but  nheu_  asked 
by  Sir  II.  .lames  wlietlier  there  was  anything  in  their 

d^'tcct  frnid  be  replied,  “ There  is  nothing  in  our  rules  to  enable  us  to  do  -o. 

Mr  Lionel  Cohen,  ilnotlier  witness,  spoke  to  the  exceeding  '.’i  fp! 

Stock  Exebano-e  as  to  evil  practices  among  its  members,  and  thought  that  tlm 

nueiion  slioMd  be  left  to  the  Stock  Exchange  itself.  Aow,  had  the  Stock 

ordimirv  business  had  been  immensely  crippled.  He  bad  un  animus  against  tlm 
Stocl-  Exchange.  On  the  contrary,  be  believed  that  it  diu  its  enormous  inass 
ot  V Lk  f ich  nncominoiily  ainounted  to  fifty  or  sixty  millions  uii  a settling 
daMlf  hcaplv,  expeditiously,  and  accurately  as  any  simdar  mst.tntmu  m the 
^■r’m  H would  therefore,  lie  fool-hardv  for  his  huu.  friend  or  lumseli  to  ask 
tV  to  tal-e  aiiv  steps  which  miirlit'ieopardize  the  true  interests  and  upset 
llm  Sig  stock  I^xcLuge,  hut  all  H.ey  applied  for  wi. 

an  inquiry  with  the  object  of  providing  due  protection  for  the  public.  (Hear 
hear  ) 'Ae  power  of  this  institution  for  good  as  well  as  evil  was  eiiOxUious,  and 
there  could  be  no  better  instance  of  that  than  the  tact  that  the  Lnss.an  loan  of 
1K15  ccdlapsed  because  the  Stock  Exchange  did  not  recognize  it.  U ritmg  to  Urn 
n IftT')  tlie  secretary  to  the  Houduras  Legation  said  that  in  such 

fTfAevwcf  df^^  the  failure  fell  with  equal  force  on  all  con- 

cerned It  ivas,  he  added, ''a  kind  of  original  sin  wliieli  affected  even  the  m^ 
innocent.  The  Committee  adojited  that  view,  and  blamed  eemmm  P^^rtics 

a,.  Hu.  eoTitvictors— for  their  share  in  those  undertakings.  It  was 
sf  posed  that  those  loans  were  concocted  on  the  Stock 

matter  of  fact,  they  were  concocted  outside,  and  the  only  matter  toi  i\hich  the 
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i took  Exchange  could  be  blamed  was  the  facilities  they  afforded  to  the  con- 
t ‘actors.  (Hear,  liear.)  Now,  who  were  those  contractors  ? They  were 
a body  of  men  who,  in  the  days  of  plain  speaking  would  have  been 
c illed  swindlers.  (Hear,  hear.)  A few  years  ago  they  would  not  have 
1 ?en  allowed  to  put  their  foot  within  the  pale  of  respectable  society, 
I ut  nowadays  respectable  society  not  only  tolerateii,  but  toadied  them 
( lear) — and  enabled  them  to  carry  on  those  sinister  practices  by  which  honour- 
« ole  men  were  ruined  or  disgraced.  It  was  the  Stock  Exchange,  however, 
\ hich,  in  his  opinion,  was  chiefly  responsible  for  the  mischievous  power  which 
t lose  contractors  M'ere  able  to  exercise.  The  Committee  further  hlamed  the 
} ublic,  and  they  blamed  them  for  their  cupidity  and  their  stupidity.  (Laughter.) 
1 ow  he  had  great  sympathy  with  the  public.  He  was  one  ot  them  himself 
( ‘enewed  laughter),  and  he  would  just  give  one  instance  showing  hoM'  they 
^ ere  victimized.  Among  the  letters  received  by  members  of  the  Committee 
\ as  one  from  a respectable  land  agent  residing  in  London,  who  after  twenty- 
t VO  years  of  hard  work  had  amassed  five  or  six  thousand  pounds.  This  money, 
A liich  Avas  the  only  provision  he  had  for  his  Avife  and  children,  was  invested 
i i a certain  joint-stock  bank,  but  a clerk  persuaded  him  to  re-iii\'est  it  in  the 
J [ouduras  Loan,  and  the  result  Avas,  of  course,  that  he  lost  every  shilling. 
{ Hear,  hear.)  Noav,  what  induced  the  clerk  to  advise  that  poor  iiiau  to  take 
t ) disastrous  a step  ? It  Avas  the  iniquitous,  scandalous  coiinnissiou  which  the 
< Diitractors  Avere  enabled  to  offer  him.  The  enormous  difference  between  the 
j iiin  received  by  the  horroAving  State  and  that  wliich  the  public  subscribed 
« nabled  those  sAvindlers  to  pay  unheard-of  commission  1o  those  Avho  Avere  nu- 
] rlncipled  enough  to  aid  them.  But  there  was  still  another  body  Avhich,  in 
1 is  opinion,  merited  some  blame,  and  that  Avas  the  Press.  (Hear,  hear.) 
' here  hud  been  tinals  before  the  Courts  Avhich,  he  Avas  S(-rry  to  say,  had  shoAvn 
1 bat  certain  public  organs  exercising  great  infiuence  for  good  or  evil  liad  given 
1 0 those  schemes  an  amount  of  publicity  Av-hich  without  their  aid  could  never 
] ave  been  attained.  After  all,  it  might  he  said,  wlint  Avas  the  use  of  an 
i nquirv  ? Was  not  a sufficient  remedy  provided  by  the  courts  of  la\v  ? It 
-us  only  adding  insult  to  injury  to  tell  u poor  Avretch  who  had  lost  his  last 
larthing  that  he  ought  to  go  to  Iuav  with  a millionaire,  Avho^  would 
j ght  him,  perhaj^s,  with  his  own  money.  (Hear,  hear.)  The  costs  in  such 
i uses  were  ruinous.  A solicitor  whom  he  consulted  some  time  ago  told  him  that 
i :i  a certain  suit  they  Avoukl  probably  amount  to  £2,000,  and  that  a decision  would 
1 ot  probably  he  arrived  at  within  less  than  tAvo  years.  It  appeai’ed,  moreover, 
1 hat,  in  the  majority  of  cases,  no  remedy  even  existed.  According  to  an  article 
i a the  Westminster  llevieto,  if  a man  obtained  a bond  direct  from  a contractor, 
1 e could  in  the  event  of  fraud  being  established,  obtain  legal  redress;  but  if, 
( n the  other  hand,  he  purchased  his  bond  in  the  market  he  Avas  helpless.  The 
f^estminster  Ilevieto  suggested  that  the  holders  of  market  bonds  should  he 
] laced  on  the  same  footing  as  persons  who  had  obtained  their  boiuls^  direct 
i rom  the  contractor.  For  himself,  he  thought  that  the  Avhole  question,  involv- 
] ig  as  it  did  the  interests  alike  of  the  Stock  Exchange  and  the  public,  ought  to 
1 e fairly  and  fully  investigated.  He  might  he  told  that  lie  Avished  for  Govern- 
3 lent  interference.  He  Avished  for  nothing  of  the  kind.  He  believed  that  once 
tbe  rules  of  the  Stock  Exchange  Avere  properly  remodelled  and  a proper  under- 
s tanding  arriA'cd  at,  the  less  Government  interference  the  better.  At  Paris  he 
1 ncAV  it  Avas  different.  When  one  of  the  swindling  frati.Tuity  attempted  some 
t me  ago  to  float  a loan  on  the  Bourse  a policeman  appeared  on  the  scene,  and 
t lie  Ioa”n  Avas  heard  of  no  more.  (Laughter.)  Sometimes  :i  remedy  Avas  efCective 
without  being  complete.  He  remembered  a case  in  pomt  which  came  under 
1 is  notice  at  Windsor.  One  day  he  saw  Her  Majesty's  coachinaii  strongly 
I libbing  a Skye  terrier  the  wrong  way,  and  asked  him  \^hy  ho  did  so.  “ Ob,'’ 
s lid  the  coachman,  “ it’s  for  the  fieas.”  “ But  that  won’t  kill  the  fleas,”  was 
] is  rejoinder.  “ No,”  replied  the  coachman,  “ it  don’t  kill  them,  hut  it  frightens 
t'lcm  amazingly.”  (Loud  laughter.)  Now,  if  even  they  went  no  further  in 
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the  case  of  the  negotiatlous  of  loans  and  similar  enterprises  than  the  coachman 
did  in  the  case  of  the  tleas,  they  would  protahly  do  no  little  goo^.  (Hoar,  ht.u.) 
In  couclnsiou  he  hoped  the  House  would  believe  that  he  had  been  actuated  hj 
the  sincere  desire  to  help  right  against  wrong — the  weak  against  tiie  strong 
and  also,  in  however  huinhle  a way,  by  an  endeavour  to  make  monetary  trans- 
actions in  this  country  more  creditable  to  the  honour  of  the  nation. 
(Hear,  hear.) 

The  question  having  been  put,  , , , , . 

Mr  Aldekman  COTTON  said  he  wished  that  the  few  words  he  had  to  say 
could  have  come  from  those  who  had  much  greater  experience  ot  the  Stock 
Exchange  than  he  had.  He  rose  simply  in  the  hope  of  preventing  .a  too  great 
evil  being  done  by  the  starting  of  the  proposed  Royal  Commission,  llie  mover 
and  seconder  of  that  proposal  had  hotli  stated  that,  m asking  for  that  Koval 
Commission,  they  had  no  remedy  to  suggest.  That  was  one  of  liis  strongest 
arguments  against  the  motion,  because  if  they  had  no  remedy  in  this  time  ol 
commercial  gloom  and  depression,  he  hoped  they  would  not  attempt  to  upset 
the  Stock  Exchange  as  at  present  constituted.  With  all  its  iaults  and 
blemishes,  he  held  the  Stock  Exchange  to  he  a necessity.  They  could  not  get 
on  without  it.  They  might  remodel  the  present  Stock  E.xcliaiigc  and  hove* 
another;  hut  a Stock  Exchange  was  one  of  the  necessities  ot  the  times.  Ihey 
wanted  it  for  tiie  man  who  simply  had  to  invest  his  money  as  niiich  as  tor  the 
speculator.  Speculation  was  innate  in  them  all.  They  .saw  it  in  the  yming 
in  their  more  innocent  games ; they  found  it  also  in  manhood  when  tliev 
entered  into  the  larger  domains  of  speculation.  Speculation  was  simply  the 
act  of  one  or  more  men  to  win  the  money  of  others  (a  lau;>li), 
was  generally  a disappointed  and  an  angry  man.  He  believed  that  the  attack 
made  that  evening  on  the  Stock  E.xcliange  Committee  arose  from  the  fact  that 
a very  large  number  of  men  had  lost  large  sums  ot  money  throngh  no  ot  ler 
fault  than  their  own.  They  might  have  been  hoaxed  by  the  clerk  ot  a hank 
or  misled  by  a Ericnd  or  by  the  Press,  hut  there  was  no  doubt  that  every  man 
who  entered  into  speculation  or  who  purchased  stock  or  slnn-cs  du  it, 
or  ought  to  do  it,  after  having  well  weighed  tie  whole  of  the  facts 
before  him.  But  sometimes  speculation  ran  riot,  and,  perhaps,  loi  a 
space  of  one  or  two  years,  as  during  the  period  of  limited  liability,  every  man 
made  money,  the  shares  of  every  company  which  M as  brought  out  i 

rose  to  a premium,  audit  u’as  not  until  tivo  years  had  passed  and 
had  turned  that  men  began  to  lose  money.  If  he  could  only  shut  out  those 
who  had  lost  money  through  their  own  fault,  and  not  from  the  action  ot  the 
Stock  Exchange,  he  believed  he  should  have  done  something  towards  iiidncing 
the  House  not  to  adopt  that  motion.  Let  him  take  the  present  constitution 
of  the  Stock  Exchange,  and  ask  M-hetlier  it  m us  possible  to  niake  a better  one. 
There  were  nine  managers,  and  heloM-  them  a Committee  ol  thirty  mem  lei  s. 
Those  memhers  were  aniuially  elected,  and  any  want  ot  confidence  in  any  one 
of  them,  or  any  hrcacli  of  his  rcspect.ahility,  would  lead  to  ins  being  expe 
the  next  election.  The  Stock  Exchange  comprised  2,009  memhers,  and  1,100 
clerks  The  Committee  had  passed  172  rules  and  regulations  for  the  guidance  o 
the  memhers  of  the  Stock  Exchange  and  of  tiie  pnhlie  generally.  Ilie  Look  was 
entered  at  Stationers’  Hall,  and  could  he  obtained  by  any  one.  mIio  might 
really  require  it.  The  Stock  Exchange  was  also  open  to  the  censorship  ot  the 

Pj.l>ss a very  potent  engine,  and  one  quite  sufficient  to  keep  a check  on  any 

o'ox'crniuu  body ; and  it  was  also  open  to  the  Laiv  Courts  places  to  m Ihc  i, 
whatever  they  might  say  or  M'liatevcr  Koyal  Commission  they  might  ia\  i 
they  would  always  have  to  go  for  the  remedy  ot  any  abuse  to  which  thoj 
thought  themselves  subjected.  They  could  not  accuse  the  Mock  Lxchaiigo  ol^ 
bciii‘>-  unilty  of  the  repudiation  of  a Turkish  Loan,  or  ot  a lLinduius  Loan,  oi 
for  the  depreciated  value  of  the  Egyptian  Debt.  The  constitution  of  the  Sto.L 
Exchangc  ivus  not  responsible  for  the  introduction  ot  any  compaiiN  m hat- 
ever.  It  was  not  until  two-thirds  of  the  shares  Lad  been  .subscribed,  paid 
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f(  r,  !ind  taken  up,  lliat  the  Stock  Exchange  allowed  a company  to  take  a 
puce  on  the  Share  List,  and  to  be  quoted  to  the _ public.  It  ^\as  thi 
p ihlic  alone  who  moved  and  instigated  all  those  things ; and  emnpame.s 
w liich  were  excluded  from  quotation  on  the  Stock  Excluinge  were  lett  in_  a 

V TV  unhappy  position,  because,  as  a rule,  the  holders  of  stocks  or  shares  in 
c mpanies  that  were  not  so  certified  for  had  no  market  tor  them  and  it  the 

0 vncrs  died  their  families  did  not  know  how  to  dispose  ol;  the  stocks  or  shares 
i,  those  uncertificated  companies.  Again,  the  Stock  Exchange  was  perhaps, 
t le  onlv  Tribunal  of  Commerce  we  had  in  this  country.  On  the  Continent 
'I  rihun'als  of  Commerce  were  very  common  indeed,  and  we  had  serious  agita- 
t ons  to  introduce  tlam  here.  The  Stock  Exchange  embraced  in  a great 

1 c-ree  the  representation  of  a Trihunal  of  Commerce.  1 1 ruled  and  regulated 
t le  whole  of  its  members,  and  it  punished  by  expulsion  any  man  who  gra\e  y 
clfended.  He  believed  that  the  Committee  of  the  Stocx;  Exchange  was 
i xceedingly  anxious  to  protect  the  public,  if  the  public  would  hut  protect 
i self  The  public  was  an  c.xtreinely  difficult  creature  to  manage  (a  laug  i;, 

1 ml  he  did  not  believe  that  any  Royal  Commission  would  bo  able  to  keep  him 
i 1 check  when  he  was  desirous  of  running  riot.  He  uid  not  know  personally 
’ . hether  the  Stock  Exchange  itself  would  object  to  a Royal  Commission ; m 

le  thought  it  would  be  exceedingly  impolitic  to  eiit.;rtain  the  idea  tor  a 

aoment  or  for  the  House  to  adopt  it.  That  was  not  a • 

md  he  hoped  it  would  not  be  a cpiestion  ot  pre,udice.  He  hoped  that  lion, 
iiembers  would  not  vote  for  that  motion  simply  because  they  had  lost 
,y  au  sveculatioa.  ami  aSo  that  l.o..  mambeta  'C>» 

iLiev  would  support  him  in  his  opposition  to  it.  (Laughter.)  Rut  he  nas 
ifrahi  that  if  that  motion  were  carried  it  would  throw  a still  greater  g oon  , 
not  only  throush  the  United  Kingdom,  hut  over  all  the  countries  _ot 
where  financial  and  commercial  depression  prevaile.l  very  seriousls.  In 
conclusion,  he  trusted  that  those  whose  experience  of  the  Stock  E.xchange  nas 
not  so  very  limited  as  his  had  been,  and  who  kpew  better  than  he  did  Iiom 
honourable  and  upright  it  was  as  fiir  as  its  constitution  went,  would  rise  and 

address  the  House  on  that  subject.  . p „ ...lUpi,  cn  far 

Sir  E.  WAT K IX  hoped  the  House  would  agree  to  the  motion,  which,  ■ ^ 
from  spreading  the  gloom  to  which  the  last  speaker  had  reterred,  would,  he 
tho^hrinspire  great  confidence.  What,  he  asked,  was  thc_  Stock  Exchange 
but  a great  Trades  Union  ? and,  as  the  House  had  inquired  into  the 
of  many  other  Trades  Unions,  why  should  it  not  inquire  into  that 
who  originated  the  many  disastrous  transactions  which  had  been 
had  appealed  to  the  public  through  the  Stock  Exchange,  and  thei-e  had  resulted 
ar«f,  ,»obablyl  bet.  »u  t™  .l.roo  bumlml  milliom,  »f 
the  last  seven  or  ei-ht  years.  Was  not  the  effect  of  a striking  tact  like  that 
upon  the  industry  and  commerce  of  the  country  a sufficient  ground  tor  imimry  . 
The  institution  now  in  question  dealt  with  hundreds  ot  millions  of  securities, 

imd  it  luid  t^iuictioiied  some  of  the  gi^atcst  iiLomnmtions,  perluips,  ^Uucli  Hat 

ever  been  perpetrated,  and  which  had  mined  thoiisaiuls  of  iinproteetcd  people, 
whom  it  ought  to  have  protected.  If  the  character  ami  proceedings  ot  the 
Stock  Exchamre  were  so  correct  and  so  honourable  as  the  last  speakei  asseiti  , 
what  had  they  to  fear  from  a Royal  Commission  ? Siu-ely  they  would  come 
out  from  siiciran  investigation  us  silver  purified  by  the  lire  and  with 
lustre  (A  laugh.)  He  therefore  hoped  that  the  Government  would  not  Hindi 
from  what  he  deemed  to  he  their  duty— namely,  to  grant  the  proposed  inquiry  . 

Air  E STAK  HOPE  did  not  think  that  the  evils  ot  the  Stock  Exchange  c 

its  rules  could  have  been  put  more  moderately  before  the  House  t ain  they  had 
been  put  by  his  hon.  friend  who  introduced  this  inotu  n ; hut  he  should  like  t 
point^nit  to  the  House  that  there  was  another  aspect  ot  the  Stock  Exchange  ol 
Ihich  the  Foreign  Loans  Committee  had  expericnc. , and  that  was  the  gooi 
iiisine 's  H,at  was  being  done  by  the  Stock  Exchange.  The  amount  oi  good 
business  done  on  the  Stock  Exchange  was  out  of  all  proportion  to  those  smaller 
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affairs  w ith  rc-ard  to  which  its  conduct  |had  been  criticised  Tl>e  ^ 

o-allant  memher  fer  Westminster  seemed  to  have  intrcdueed  seieial  ni.iUers 
which  went  a 'n-eat  deal  beyond  the  seojie  of  the  iiroposed  inqmry.  He  pointed 
out  the  -reat  evils  which  he  said  exist.  d with  respect  to  manqmlations  by  con- 
tractors ""and  hv  other  iiersons  ontsicle  the  Stock  Exchange,  Init  to  hasi  an 

inquiry  into  the  Stock  Exchange  upon  a statement  ot  that 

.^olm-'rather  farther  than  might  have  been  e.xpeeled.  He  (A.i.  L * 

thoimlit  the  evils  of  the  rules  of  the  Stock  Exchange  were  almndaiuly  clem 

i is  imn.  friend  said  thev  were  clear.  Why,  then,  did  ho  want  liirthcT  inqmiy 
into  that  matter  ? He  might  have  said  no  doubt  there  were  cairtiun  heU  s not 

inquired  into,  lus,  for  instance,  the  .loint  Stock  \ 

exchuled  those,  ami  limited  his  speech  to  the  ease  ot  torcign  loans,  luo  yc.u^ 

am)  the  Hunse  thom-ht  fit  to  impure  into  that.  The  l ureign  Loans  (.  ommittco 

imrt  of  the  sUion.  They  examined  all  the  most  imjHwtan 

niemhcrs  of  the  Stock  Exchange  and  a great  T 

subieet.and  they  tried,  as  he  could  personally 

dealiiurwith  the  evils  of  the  Stock  Exchange ; hut  " ^ 

They  1'onml  that  there  had  existed  in  the  pnhlic  mi lul 

that  an  insertion  of  shares  and  stocks  in  the  olhe.al  list  oi  tho  • ^ 

amveii  sort  of  certificate  of  them,  that  the  pt.hhe 

been  an  investigation  liv  tlm  Stock  Exchange 

tioii  of  shares  and  stocks;  Vmt  evidenee  given  heloie  the  tomim  tic 

ahumhmtlv  showed  that,  the  public  were  altogether  mistaken 

The  Comiuittee  found  that  the  Stock  Exchange  was  ot  I;!;  ^ 

function  was  to  facilitate  hiisiness;  ami  he  was  hound  to  s.iy 

there  was  no  country  in  the  world  in  winch  hgiHmate  j ‘I" 

with  siieh  faeilitv,  and  such  eertauity  and  ninvemence  to  ah  paitus  n 

the  London  Stock  Exchange.  It  a])peared  iVum  the  e|ndenee 
Exchamre.  so  far  from  giving  protection  to  the  pnhlie,  left  he  puhhe  to  make 
Investigations  for  themselves.  He  thought  that  above  all  the  great  .ess.,n,  t 
trhupfirtOiy  the  Committee  w H>e  pub  ic  could  no  rely  jm 

ti  e rules  of  tiie  Stock  Exehaiirre  or  of  any  puhhe  body,  hut  n.nst  uly  sokly 
; He  „ui,e  c-erta,.  ,1«>.  it  e ™ j'b 

tbov  wouU  l,«vc  a Rood  deal  af  ev.dnjfeaiai 

ivideiice  wliieh  would  he  painful  to  read,  hut  whether  they _ would  lunc  any- 
thing newer  anything  which  might  assist  them  in  the 

;X:l::  withanin^ui;yitito  the  Stock  Exelnnige  5 

W-isVlrit  was  called  riirdug  the  market  conhneil  to  the  . tuek  Exelia.  e . 
Was  there  no  rigging  cd  Hie  market  in  the  corn  Hade, 
cotton  trade  ? \N'as  there  not  gambling  elsewhere  than  on 
(Hear.)  He  thought  if  they  were  going  to_  make  out  ..  ease  Mi  1 
to  giuuhling.  tiiere  might  he  some  reason  for  impiinng  whethe  oi  ^ E ^ 
should  not  come  unde  r the  eoiisideratiuii  oi  a Cemmiission  . r ^ ^ ^ 

Then  he  came  to  the  reim'dies  which  his  hon.  irumd  piroposee  ^ 

was  very  conelnsively  elealt  with  hv  tl.e  Foreign  Leans  Committev.  1 he  y said 
in  their  n'porttliut  the  Stock  Exchange  een.ld  hardly  he  interlered  u ith  I j 
Parliament  without  losing  that  freedom  wlneh  was  the  hie 
ness  (Hear.)  The  Stock  Exciiange  might  he  .pistihed  on  moie.  t.,au  ei  e 
.n-ouiiel,  hut  his  hon.  friend  attempte  d to  justify  it  upon  one  grouiul  e.uly,  a id 
tliat  was  of  its  being  a protector  of  the  public.  Xow 
that  proposition  was  not  liable  to  the  obieetion  he-  ‘ j 

against  making  the  public  rely  upon  rules  of  1'^'  ^ 1 .-o 
not  upon  themselves  y (Hear.)  understood  it  had  been  su^ 

that  a commission  should  he  appointed  whielmu.s  to  frame  ^ 

Exchange.  How  were  those  rules  to  he  euforc.  d ? (He  r.  he  i.)  H t J 
were  not  goim;  to  enforce  those  rules  what  ehauoe  was  there  ol  I ^ L 
adopted  b; the  Stock  Exchange  ? As  far  as  regareled  the  inquiry  he.ore  the 
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F(  reign  Loans  Committee  they  had  not  much  liope  that  tlie  Stock  Exchange 
\vi  uld  adopt  any  steps  for  reforming  the  rules  to  which  the  Committee 
ol  jected.  But  since  that  time  he  was  hound  to  say  circumstances  had 
so  newhat  changed,  and  lately  he  had  heard  that  the  IStock  Exchange  had 

'iously  set  to  work  to  see  whether  its  rules  ought  to  be  altered.  If  a Com- 
m ssiou  was  to  frame  rules  for  the  Stock  Exchange,  were  those  rules  to  remain 
ah  /ays  the  rules  of  the  Stock  Exchange,  or  who  was  to  he  tlie  aiithority  that 
w(  uld  afterwards  revise  them  ? If  some  department  of  tlie  Goveniment  were 
cn  ;rusted  with  the  certifvine:  of  the  rules  of  the  Stock  E'cchange,  that  would 
le*  d to  constant  appeals  to  the  Government  to  enforce  the  rules,  and  there 
W(  uld  be  precisely  the  same  evils  as  had  been  hitherto  complained  of — that  was 
to  say,  evils  arising  from  the  public  relying  on  somebody  else  instead  of  upon 
th  *mselves.  He  did  not  think  his  hon.  friends  had  shown  any  conclusive  reason 
fo  ' the  inquiry.  In  these  matters,  he  believed,  we  must  mainly  rely  upon  the 
foi  ce  of  public  opinion.  (Cheers.) 

Sir  H.  JAMES  fully  appreciated  the  good  work  which  the  hon.  and  learned 
ge  itleman  had  done  upon  the  Foreign  Loans  Committee,  but  could  not  admit 
th  it  the  labours  of  the  Committee  had  left  nothing  more  to  be  done.  The 
re  ult  of  the  inquiries  made  by  that  Committee  had  been  to  expose  to  the  public 
th  ! great  evils  that  were  existing  in  relation  to  those  loans,  and  the  hon.  and 
lei  rued  gentleman  himself  had  admitted  the  existence  of  these  evils  to-night. 
Bi  t what  were  those  evils  ? It  had  been  proved  that  great  frauds  had  been 
CO  nmitted  upon  the  public,  that  those  frauds  were  not  concocted  hy  the  Stock 
E:  change,  but  that  the  Stock  Exchange  was  the  machinery  by  which  they  were 
ca  Tied  into  efPect.  Wlien,  therefore,  it  was  alleged  that  the  hon.  and  gallant 
m inber  for  AVestmiuster  bad  gone  outside  the  subject  to-niglit  in  referring  to 
til  i acts  of  the  contractors  because  they  were  not  members  of  the  Stock 
E:  change,  it  was  forgotten  that  bad  the  Stock  Exchange  not  been  in  existence 
tb  j work  of  the  contractors  would  have  been  useless  and  without  fruit.  (Hear, 
hi  ir.)  It  was  simply  because  the  Stock  Exchange,  who  pretended  to  be  tlie  only 
pr  )tectors  in  such  matters  of  the  public  interest,  liad  neglected  their  duty,  and 
til  *reby  in  a manner  become  parties  to  the  fraud  that  bad  been  committed,  that 
tb  ? contractors  were  enabled  to  reap  the  harvest  and  obtain  tlie  benefits  resulting 
fr  *111  those  frauds.  (Hear,  bear.)  And  how  bad  it  become  possible  for  those 
fn  lids  to  be  carried  into  effect  ? Their  perpetration  bad  been  rendered  possible 
in  consequence  of  members  of  the  Stock  Exchange,  who  received  thousands  of 
pa  inds  in  return  for  their  assistance,  giving  a certificate  as  to  the  respectability 
an  I the  of  the  scheme  without  making  the  least  inquiry  into  the 

so  v'ency  of  these  impccTiuious  countries,  who,  in  fact,  iicam'  received  the  sums 
bo  TOwed,  the  greater  part  of  which  went  into  the  pockets  of  the  contractors.  It 
wi  s by  means  of  that  certificate  alone  that  the  contractors  were  enabled  to  defraud 
tie  public.  But  what  moi’e  did  the  members  of  the  Stock  Excbuiigc  do  to  further 
th‘se  frauds?  Having  given  that  essential  certificate,  they  proceeded  to  ap- 
po  nt  a **  settling  day  for  these  loans,  and  then  they  received  orders  from 
th  ! contractors  to  make  pretended  sales  and  purchases  of  the  scrip,  so  as  to 
lej  d the  public  to  believe  that  it  was  at  a premium  from  2^  to  3 ])er  cent. 
T1  us  it  M as  that  the  public,  believing  that  the  Stock  Exchange  M*as  a respect- 
ah  e body,  and  that  they  M ould  not  permit  any  improper  dealings,  purcliased 
th  ! scrip  ill  their  innocence  and  became  victims  of  these  frauds.  Ihe  lion, 
im  mber,  therefore,  M’ould  admit  that  under  the  present  system  great  evils 
ex  sted  which  lie  by  nature  M^ould  be  the  first  to  condemn.  In  the  lace  of 
th  *se  admitted  facts,  M'as  it  to  be  said  that  it  m’us  iin])Ossible  for  that  House  to 
de'  ise  a remedy  for  those  evils,  and  that  nothing  could  hi‘  done  to  put  a stop 
to  them  ? Ill  his  opinion  it  M'as  their  duty  to  do  their  best  to  prevent  a re- 
cu  fence  of  similar  proceedings  in  the  future.  (Hear,  liear.)  It  might  he 
sai  I that  they  should  leave  the  matter  to  the  Stock  Exchange,  hut  for  how 
loigM'asit  to  he  left  to  the  Stock  Exchange?  They  had  hud  tu'o  years  in 
M’l  ich  to  devise  a remedy  for  these  evils,  and,  M'ith  tlu;  exception  of  some 


miiioi-  altenitioiis,  tlieh-  rules  imder  which  these  framls  were^coiicocted  and 
nerijetratod  were  exactly  the  same  as  they  were  iu  March,  IS/o.  During  tlie 
whole  of  that  time,  therefore,  the  Stock  Exchange  had  done  nothing  to  pre- 
vent a recurrence  of  the  proceedings  which  every  one  agreed  in  censuring  and 
condemning.  It  was,  tlierefore,  absolutely  necessary  that  this  House 
take  some  step  in  the  matter.  It  might  he  urged  against  this  proposal  that 
the  Stock  Exchange  was  a voluntary  body,  and  that  therefore  tiie  Hou^e  had 
no  ri<^ht  to  imiuire  into  its  rules.  He  was,  as  a rule,^  mclined  to  agree  wit  1 1 
those” who  protested  against  too  much  paternal  legislation,  and  objected  to  lui 
undue  interference  with  the  internal  relations  of  the  different  communities  m 
this  country;  but  that  objection  would  not  apply  in  the  present  case,  because 
the  Stock  Exchange  stood  iu  a different  position  as  regarded  the  public 
from  that  of  any  other  community.  True,  it  was  a market,  but 
a market  to  whicli  the  public  were  hound  to  go.  H a man  were  left  an 
executor  niidor  a will,  and  had  to  sell  £50,000  in  Consols  in  order  to  wind  up 
tile  estate  he  was  compelled  to  go  to  the  Stock  Exchange  m order  to  realize 
tlie  property;  and  when  he  was  brought  to  the  Stock  Exchange  he  wa. 
not  allowed  to  go  upon  it  himself,  but  was  obliged  to  employ  an  agent  ot  their 
selectin'’-  and  was  compelled  to  abide  by  the  usages  and  rules  ot  the  institu- 
tion. which  were  upheld  and  enforced  by  the  law  of  the  country,  however 
unreasonable  they  might  be.  Their  rules,  therefore,  must  be  treated  as 
forming  a part  of  the  law  of  the  land  winch  it  was  the  duty  ot  the  House  to 
examine  into.  (Hear.)  A large  portion  ot  the  members  ot  the  Stock  Exchau  e 
were  hononrahle  men  who  took  no  part  in  tiiese  transactions  and  who  a^b- 
horred  these  proceedings,  looking  with  disgust  upon  the  -iiealthac.iuned  % 
those  who  entered  into  them,  and  from  them  at  all  events  no  objection  would 
be  made  to  this  proposal.  Those  honourable  members  would  be  the  hrst  to 
come  forward  and  to  give  evidence  on  the_ subject,  and  would  assist  iiidcMsing 
a remedy  for  these  evils,  whether  by  insisting  that  the  Stock  Exchange  reguh** 

tioiis  should  have  the  approval  of  the  Board  of  Trade  or 
need  not  now  stop  to  inquire.  There  was  a good  deal  more  that  he  could  say 
upon  this  subject,  but  ho  would  refrain  from  uttering  it  upon  the  present 
oLasion.  He  hoped  that  this  debate  would  be  continued,  and  that  it  woidd 
result  in  some  scheme  being  devised  for  the  protection  ot  the  public.  _ He 
could  assure  hon.  members  that  he  was  influenced  m Ins  views  on  this  subject, 
not  from  having  been  made  a victim  of  these  frauds,  but  froui  mformatioii  he 
bad  obtained  in' tlie  course  of  his  professional  career,  winch  bad  com  meed  him 
that  great  and  erving  evils  arising  out  of  the  proceedings  which  had  been 
referred  to  existed.  (Hear,  hear.)  In  conclusion,  he  begged  to  assure  the 
House  that  if  tliis  matter  went  to  a division,  he  should  give  a most  coiihdeiit 

voto  in  favour  of  tliis  proposal.  (Hoar,  hear.)  i i i • *. 

Mr  HUBBARD  said  that  ivhile  the  hon.  and  learned  member  who  had  ju.st 

addressed  the  House  had  spoken  at  large  upon  what  he 

which  called  for  remedy,  he  had  not  mentioned  one  single  lule  ot  the  Stock 
Exchange  which  operated  in  a manner  calculated  to  work  imschiet  or  injury 
to  the  public.  The  hon.  member  had  fallen  into  the  error  ot  supposing  that 
the^iUe  person  might,  under  the  rules  of  the  Stock  Exchange,  ac  as  jobber 
as  M'cll  as  broker  ami  luiffht,  hy  combining  the  lunctions,  dcaaud  the  imblic. 
As  matter  of  fact,  one  of  the  rules  of  the  Stock  Exchange  was  directed 
expre..slv  against  the  exercise  of  these  dual  functions  by  the  same  person,  and 
tliCTefore  the  evil  which  was  suggested  could  have  no  existence, 
he  no  doubt  that  the  evidence  taken  hy  the  Foreign  Loans 

a vast  amount  of  corrupt  dealing  iu  refm-ence  to  foreign  stocks  but  the  cor- 
ruption  was  due  to  the  promoters  and  introducers  of  sucli  loans,  and  not  to 
the  Exchange  on  which  the  stocks  were  bought  iind  sold.  Objections  luid 
been  made  to  time  bargains  as  illegitimate  transactions  hut  he  ventured  to 
express  the  opinion  that  great  operations  in  dealing  with  the  fund,  w ould  be 
impossible  if  such  bargains  were  rendered  illegal.  (Heai,  heai.)  He  tiusted 
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t lat  tlie  motion  before  the  house  would  not  be  acceded  1 o,  for  he  was  satisfied 
t lat  it  could  do  no  good,  and  that  the  appointment  of  Commission  would 
c aly  have  the  effect  of  depreciating  credit  in  the  public  funds,  which  formed 
f ne  source  of  our  national  strength,  and  in  a body  of  men  who  in  times  ot 
t itHculty  and  trouble  had  maintained  the  public  credit  and  character  ot  this 

c mntry.  (Hear,  hear.)  i 4. 

Mr.'NOIIWOOD  supported  the  motion  for  inquiry  on  the  ground  tnat  tue 

t tock  Exchange  was  a close  body— a gigantic  trades  union  in  fact— which 
< ouducted  its  business  in  a way  which  laid  it  open  to  just  and  serious  reprehen- 
i ion.  The  Government  had  passed  Acts  of  Parliament  dealing  very  stringently 
1 util  the  shipping  and  other  commercial  interests,  and  he  saw  no  reason  why 
i iquiry  should  not  be  made  as  to  the  manner  in  which  the  traffic  in  stocks  was 
( onducted.  While  he  admitted  the  fact  that  danger  attended  State  interference 
1 ,'ith  the  conduct  of  trading  transactions,  he  thought  it  scarcely  proper  tor  the 
1 epresentative  of  the  Board  of  Trade,  which  had  interfered  with  so  many 
i uterests,  to  object  to  an  inquiry  of  the  kind  which  the  House  was  asked  to 

{ inction.  . ^ . , , . . 

Mb.  BENTINCK  remarked  that  while  the  most  important  considerations  in 

( onnection  with  the  question  had  not  been  touched  upon  at  all,  the  strongest 
T-mmeuts  in  favour  of  inquiry  had  fallen  from  bon.  members  who  spoke  m 
..pposition  to  the  motion.  He  admitted  that  the  Stock  Exchange  was  an  iii- 
, lispensahle  necessity,  but  that  was  no  reason  that  successive  Goveriiinents 
hould  sanction  the  practice  of  wholesale  gambling  through  its  agency,  ihe 
louse  was  bound  to  draw  a distinction  between  business  and  gambling,  and  ho 
leld  that  the  practices  to  which  reference  had  been  made  by  his  hoii.  friend 
•onstituted  the  most  mischievous  form  of  gambling  known  upon  the  earth. 
Hear,  hear.)  Speculators,  it  was  said,  ought  to  be  r.'sponsible  tor  the  con- 
lequeuces  of  their  own  acts,  but  if  it  was  true— and  it  had  been  shown  to  be 
,hat  they  had  not  fair  play,  a strong  case  had  been  made  out  for  txovcrninent 
interference.  But  it  was  urged  that  such  interference  won  d cast  a glooui 
iver  the  parties  which  were  the  subject  of  it.  So  also  w'ould  the  capture  of 
janditti  in  Calabria  cast  a gloom  over  banditti  in  Sicily.  (A  laugh.)  But  it 
iv'ouldnot,  therefore,  be  regretted  by  honest  people.  Another  argument  used 
n opposition  to  the  motion  was  that  if  the  Committee  were  appointed,  a great 
leal  of  distressing  evidence  would  be  adduced,  but  that  was  in  his  view  an 
iro-ument  in  favour  of  inquiry.  His  lion,  friend  the  Secretary  to  the  Board  of 
Trade  said  that  the  fault  lav  with  the  class  known  as  promoters  hut  was  it  not 
1 fact  that  a fictitious  value  was  too  often  given  to  loans  and  shares  by  the 
Stock  Exehan<>-e  ? The  practice  of  gambling  in  stocks  was  by  courtesy  called 
speculation,  but  in  fact  it  was  gambling,  and  that  of  the  very  wmrst  description. 
In  the  preamble  of  Sir  John  Barnard’s  Act,  to  which  reference  had  been  made, 
and  which  Act  made  time  bargains  a felony,  such  gambling  was  styled  a wucked 
and  destructive  practice.  It  had  not  since  lost  that  character,  and  ho  could 
not  see  on  what  ground  the  House  and  the  Government  could  sanction  it. 

of  the  EXCHEQUER  said  he  gathered  from  the 
course  of  the  debate  that  there  existed  a very  strong,  and,  he  was  hound  to  say, 
not  ail  unnatural  feeling  in  favour  of  inquiry  (hear,  hear)  ; and  it  was  urged 
that,  at  all  events,  inquiry  could  do  no  harm.  He  felt  bound  to  express  Ins 
own  opinion  as  to  the  motion  and  the  arguments  winch  had_  been  adduced  m 
favour  of  it.  The  House,  he  thought,  ought  to  consider  with  some  care  not 
only  whether  such  an  inquiry  as  that  asked  for  would  do  no  harm,  hut 
whether  it  was  likely  to  do  good;  and  he  had  observed  that  while  very  strong 
premises  had  been  laid  down  in  eloquent  laiiguagc  -premises  whicu  were 
altogether  undeniable  in  themselves— tliey  had  not  been  brought  to  support 
the  '’conclusion  which  was  aiiue.l  at.  The  hon  and  learned  geutk-iiiaii  the 
member  for  Taunton  began  by  stating  that,  although  the  frauds  of  whuh 
they  were  all  sensible,  and  which  Mere  a scandal  to  the  country,  were  not 


committed  hy  the  Stock  Exchange,  but  by  persons  outside  of  it,  still  it  was 
through  the  machinery  of  the  Stock  Exchange  that  the  frauds  were  committed. 
Well,  it  Wiis  not  the  only  machinery  hy  means  of  which  frauds  were  committed. 

It  might  be  said,  for  instance,  that  the  Press  was  a machinery  hy  which  frauds 
were  committed.  Prospectuses,  money  articles,  and  other  meaus  of  the  same 
kind  might  be  used  for  the  commissiou  of  fi'aud.  It  was  necessary  to  consider 
how  far  the  machinery  was  responsible  for  the  frauds  that  were  committed 
by  means  of  it.  We  would  not  do  away  with  useful  machinery  merely  because 
it  might  be  misused.  Now,  wliut  was  it  that  hon.  gentlemen  who  supported 
this  motion  were  seeking  to  ohttiiii  ? 'fhey  proposed  an  impiiry  into 
the  origin  and  customs  of  the  Stock  Exchange.  Well,  that  was  a 
matter  of  interest.  We  knew  a good  deal  about  it  already.  We  Imd  learnt  a 
good  deal  about  the  mode  of  conducting  business  in  connection  with  that  in- 
stitution from  the  proceedings  of  the  Foreign  Loans  Committee.  Indeed,  he 
thought  we  already  knew',  or  could  easily  learn,  all  that  need  be  kuowm  on  that 
subject.  There  were  the  rules  of  the  Stock  Exchange,  and  the  knowledge  of 
them  and  of  the  other  facts  that  had  come  to  light  seemed  to  him  to  make  a 
Royal  Commission  unnecessary.  Then  as  to  the  question  as  to  -whether 
those  rules  w^re  in  accordance  with  the  principles  wLich  ought  to  govern  pub- 
lic policy,  and  w'hether  legislation  might  he  usefully  employed  with  refei'cnce 
to  them,  this  w'ould  mean  a very  serious  kind  of  inquiry.  If,  instead  of  send- 
ing out  a mere  roving  Commission,  they  could  in  any  w’ay  indicate  the  direc- 
tion in  w'hich  a remedy  w'as  to  be  looked  for,  he  granted  that  the  labours  of 
the  Commission  might  have  some  useful  purpose.  But  he  had  observed  that 
not  only  the  mov'er  and  seconder,  hut  even  the  hon.  and  learned  gentleman  op- 
])osite  had  altogether  abstained  from  indicating  the  direction  in  which  it 
w'us  desirable  to  look  for  a remedy — (hear,  bear) — ^and  therefore  he  held  that 
no  answ^er  whatever  had  been  given  to  the  doubts  -which  had  been  so  w'ell  ex- 
pressed by  the  Secretary  of  the  Board  of  Trade  as  to  whether  it  \vas  possible  to 
tind  a remedy  which  w'ould  not  do  more  harm  than  good.  As  to  an  inquiry, 
that  was  one  thing;  hut  as  to  the  adoption  of  a remedy,  it  w'ould  require  the 
most  careful  consideration  on  the  part  of  Parliament  wdiether  any  remedy 
which  could  be  suggested  w'ould  not  do  more  harm  than  good.  The  evil  which 
w'as  alleged  he  understood  to  he  this: — The  Stock  Exchange  }H’0- 
fessed  to  be  a very  useful  institution  for  the  transaction  of  sound 
{husiness,  and,  in  order  to  keep  business  sound,  its  niemhors  laid 
dow'ii  elaborate  rules,  w'hich^  -were  obviously  framed  not  for  the 

purpose  of  promoting  fraud,  but  for  the  pin-pose  of  preventing  fraud. 
It  turned  out  upon  inquiry  that  those  rules  had  somehow  or  other  proved  in- 
effectual to  prevent  a great  many  frauds,  and  that  mischief  liad  ]>et*n  done  hy 
the  very  excellence  of  the  intention  or  avowed  intention  of  the  Stock  Exchange. 
People  had  coiifideiice  in  those  rules,  and  not  unnaturally  thought  that  if  an 
undertaking  whmh  w-as  brought  forw'ard  satisfied  the  requirements  of  those 
w'hose  object  was  to  prevent  fraud,  it  might  fairly  be  regarded  as  possessing  a 
legitimate  and  safe  character.  In  this  manner  unwary  persons  were  induced 
by  their  confidence  in  the  Stock  Exchange  to  look  less  carefully  into  the  specu- 
lations wiiich  were  set  before  them  than  under  other  circumstances  they  would 
do.  Now’-,  it  -was  of  course  very  sad  that  people  should  bo  misled  hy  a mis- 
placed trust  in  the  Stock  Exchange,  and  one  w'ould  be  glad  in  any  possible  w'ay 
to  prevent  it.  His  hon.  friend  had  said,  and  said  truly,  that  tlie  principal 
remedy  must  he  in  the  greater  caution  of  individuals,  and  in  the  publicity  that 
was  given  to  the  errors  into  which  the  Stock  Exchange  had  fallen,  and  the  mis- 
use that  had  been  made  of  it;  and  it  was  undesirable  that  Parliament  should 
do  anything  wdiich  might  lead  people  to  trust  loss  to  their  own  investigations 
and  more  to  the  rules  of  the  Stock  Kxcliange.  If  a remedy  was  attem})ted  in 
the  direction  of  interference  from  wdthont,  either  on  the  part  of  Parliament  or 
of  some  other  public  authority,  with  the  view  of  making  tlicse  rules  better,  the 
effect  would  certainly  be  to  lead  people  to  have  more  conlideiice  iu  them  than 
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rv  T.  Under  present  circumstances  a man  might  be  warm  d by  the  disasters  of 
tb  • last  few  years,  but  if  Parliament  said  to  him,  “ We  have  now  set  , 

w.  have  impiired  into  this  matter  by  means  of  a Royal  Commission  and  devised 
n les  and  given  a controlling  power  to  the  Board  of  Trade  or  some  other  body, 
tl  ev  would  simply  be  increasing  the  very  confidence  which  had  hitherto  caused 
SI  much  evil.  (Hear,  hear.)  l^thisway  unless  they  con  deffcctuall^^^^^ 
a-  alnst  fraud,  they  would  do  more  harm  than  good.  Of  this,  at  all  events,  h 
M is  quite  sure,  that  if  they  adopted  the  principle  ot  making  the  Rules  of  the 
S ,oek  E.vchaiigo  siibiect  to  a public  department,  they  ivmuld  find  «mmselves 
0 tliged  by  a similar  process  of  reasoning  to  do  the  same  thing  with  ^e^ 

0 he?  institutions.  It  was  said  there  were  fraudulent  persons  who  made  a bad 
n le  of  the  Stock  E.vchange.  Now,  could  they  attempt  to  ^]^.^^'vitli  fraudulent 
r >ople  by  any  alteration  of  the  rules  ? He  thought  not.  Difficulties  mig 

\ at  in  their  way  iu  one  direction,  but  they  would  be  sure  to  find  some  other 
V av.  All  that  could  be  done  was  to  have  as  good  a machinery  as  possible  and 
tl  stringent  law  for  those  who  deliberately  made  a fraudulent  use  of  it.  e 

1 as  another  point  to  consider,  and  it  seemed  to  him  a most  important  « 

1 nderstood  the  lion,  and  learned  gentleman  opposite  to  say  that  the  Courts  o 
] ,aw  had  recognized  the  rules  of  the  Stock  E.xchange  m certain  cases 

Sir  H.  JAMES  explained  that  in  all  contract  cases  it  was  P^mt  of  the  a„iee 
) lent  that  the  contract  was  subject  to  the  rules  of  the  Stock  Exchange,  and  in 

1 hese  cases  the  rules  were  enforced  by  the  Court.  -p 

The  CHANCELLOR  OF  THE  EXCHEQUER  said  that  being  so,  if  the 

ules  were  bad  or  mischievous.  Parliament  might  legislate  to  correct  them. 

Te  did  not  mean  that  they  should  deal  with  the  rules  as  rules  of  the  Stock 
Exchange,  but  that  they  might  lay  down  the  principles  winch 
mike  illegal  those  things  which  were  found  to  be  bad  in  the  rules  of  the  S 
Kxchauo-e.  He  believed  that  was  the  only  etfectual  way  in  which  they  could 
leal  with  the  matter.  If  there  was  any  given  practice  which  was  mischievous 
lud  which  was  sanctioned  by  the  rules  of  the  Stock  Exchange,  and,  bein„  so 
sanctioned,  was  admitted  to  be  valid  by  the  Courts  of  Law,  let  Parliament 
legislate  in  such  a way  as  to  make  that  practice^  illegal,  and  ^ 

much  better,  he  thought,  than  attempting  to  exercise  a managing  co.itrol  over 
Die  rules.  While  he”  had  thought  it  right  iu  support  of  the  ob^^^rvation  of 
the  iSecretary  of  the  Board  of  Trade  to  state  these  reasons 
whether  any  good  could  come  of  the  proposed  inquiry,  and  in  particular  to  put 
hi  his  cavelt%ith  regard  to  any  legislation  which  m ght  be  desired  after  the 

investigation,  he  must  admit  that  there  seemed  to  ®^7H?ar  hefr  ) 

an  inquiry  and  he  saw  no  (very  great  reason  for  resisting  it.  (Htai,  hea  .) 
Therefore,  so  far  as  he  was  concerned,  he  was  not  prepared  to  vote  against  the 

motion.  At  the  same  time,  he  did  not  believe  any  good  as 

he  did  believe  it  would  be  exceedingly  necessary  to  be  very  careful  indeed  as 

to  the  mode  in  which  Parliament  dealt  with  the  results  the 

Mr  LOWE  pointed  out  that  the  Foreign  Loans  Committee,  to  vvhich  the 
ric-ht  hon.  gentleman  had  referred,  had  not  made  any  direct  inquiry  into  this 
subject,  having  merely  picked  up  information  on  it  by  the  way,  while  dealing 

with  special  matters  intrusted  to  it.  He  also  wished  to  . 7/Sn 

it  would  give  some  relief  to  the  mind  of  the  right  hon,  gentleman— that  ey^en 
if  they  knew  what  they  wanted  to  do  in  this  matter,  nothing  would  be  more 
difficult  than  to  do  it— (hear,  licar)— because  the  Stock  Lxchaiigc  v^  . 

voluntary  institution  ,•  it  was  a Club;  and  if  auy  member  7 m^ans 

pleasin<^  to  the  majority  of  the  Club,  they  turned  him  out,  aud  by  that  means 
deprived  Uiin  of  his  living.  (Hear,  hear.)  It  would  therefore  be  necessary, 
if  miy  legislation  was  proposed,  to  consider  how  it  would  be  possible  to  manage 
so  a7not”to  be  checkuiatlid  in  that  manner.  This  vvms  a drcumstance  which 
made  the  case  a special  and  peculiar  one,  which  in  his  opinion  required  more 
consideration  than  the  right  hon.  gentleman  seemed  to  think  necessaij.  i hen, 
with  regard  to  the  Stock  Exchange,  what  he  found  fault  with  was,  not  that  i 
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was  a place  where  people  gambled — which  he  was  afraid  could  not  bo  avoided — 
but  that  it  had  even  given  facilities  for  some  of  the  wor.<t  things  that  had  oc- 
curred. The  Stock  Exchange  were  in  tlie  habit  of  allowing  and  receiving  cer- 
tificates and  acting  iqion  them  too  when  they  were  perfectly  well  aware  that 
loans  had  been  got  uj)  in  the  fictitious  manner  which  had  been 
described  before  the  committee.  Not  only  that,  but,  as  was  shown  in 
the  course  of  the  investigation,  they  had  in  the  ease  of  one  loan  broken 
their  own  rules  in  order  to  launch  one  of  the  most  disixqmtable  concerns  that 
had  ever  been  launched  in  the  world.  He  did  not  wish  that  an  inquiry  .should 
be  instituted  in  any  spirit  of  ho.stility  fo  the  J^tock  Exchange,  but  to  prevent 
that  happening  ill  the  future  whicli  had  happened  in  tlie  past,  where  the 
whole  proceeding  was  a fraud  and  a deceidion  on  the  ]ml)lic.  But  some  per- 
sons would  say,  “ Oh,  let  us  require  all  sorts  of  evidence  that  things  are 
properlv'  done,”  while  others  were  of  opinion  that  it  would  be  betti'r  to  take 
the  contrary  course,  and  to  deprive  the  Stock  Exchange  of  any  jiower  of 
making  quotations  at  all,  so  that  everything  might  ]iroeeed  entirely  on  its  own 
merits,  and  the  Stock  Exchange  be  relieved  from  its  judicial  duties.  But  the 
question  was,  not  merely  what  was  to  be  done,  but  how  it  was  to  be  done  with- 
out interfering  with  those  true  functions  of  the  Stock  Exchange  which  he 
vv'iis  anxious  to  preserv'c.  In  his  opinion,  a case  had  been  made  out  for  an 
inquiry  of  that  kind.  He  did  not  think  it  would  be  a useless  inquiry,  and  he 
had  a very  strong  ojiinion  as  to  the  course  which  ought  to  be  adojited.  He 
believed,  as  he  had  already  intimated,  that  the  impiiry  need  not  be  instituted 
in  any  spirit  of  hostility.  " There  were  many  persons  connected  with  the  .Stock 
Exchange,  Mr.  Scott  among  others,  whose  name  had  been  mentioned  that 
evening,  whose  evidence  as  given  before  the  Committee  was  in  the  highest 
degree  creditable,  and  who  he  was  sure  would  be  found  disposed  to  assist  such 
an  inquiry  in  every  way.  The  problem  to  be  solved,  how  to  preserve  the 
voluntary  "nature  of  such  a society  while  kee]>ing  a projier  check  upon  it — 
was  one  of  a difficult  aud  coni]Ilcated  nature,  aud  one  well  worthy  the  efibrts 
of  some  enlightened  jurist.  He  did  not  despair  of  a solution  of  it,  and  he  felt 
satisfied  that  if  the  matter  was  carefully  and  eandidly  considered  with  the 
assistance  of  such  persons  as  he  had  alluded  to,  great  good  might  result  from 
such  an  inquiry.  (Hear,  hear.) 

Mr.  (lOSCHEN  wished  to  otfer  a few  remarks  on  the  subject,  although  it 
was  laiteiit  in  what  direction  the  eurreiit  of  feeling  in  respect  to  it  ran.  In  his 
opinion,  notwithstanding  the  Chancellor  of  the  Exchequer  seemed  to  think  that 
inquiry  would  do  no  harm,  it  would  have  the  ill  elfect  of  establishing  another 
precedent  to  show  that  Parliament,  without  the  conviction  that  any  good  would 
be  done,  was  ready  to  accede  to  proposals  of  the  kiml  because  of  the  feeling  to 
which  he  referred.  Two  years  ago  shiii-owiiers  couhl  scarcely  raise  their  voice 
iu  that  House  because  of  a similar  current  of  feeling  against  the  class  to  which 
they  belonged,  and  Parliament  seemed  to  be  acting  now  on  the  jirinciplc  that 
to  prevent  some  abuses  ordinary  business  waste  be  interfered  with,  and  that 
Committees  and  Commissions  were  to  be  set  up  as  a kind  of  correctional  jiolice. 
The  Chancellor  of  the  Exchciiuer  thought  it  was  jiroblematical  whether 
any  good  would  result  from  the  inquiry,  but  did  he  not  know  that 
it  "would  do  harm  by  creating  an  imprc.ssion  on  the  public  mind  that 
Parliament  by  its  action  would  be  able  to  jmt  down  speculation  and  gam- 
bling ? But  had  France,  he  would  ask,  been  able  to  stop  them  ? IVas  it  not 
the  fact  that,  although  the  French  had  legislated  on  the  subject  and  laid  down 
rules  for  their  Stock  Exchange,  gambling  had  reached  to  an  extent  there  to 
which  it  had  never  attained  in  this  country  ? For  his  own  part,  ho  desired  to 
express  his  conviction,  quite  irrespective  of  whether  there  were  or  were  not 
questionable  practices  resorted  to  on  the  Stock  Exchange,  that  it  was  un- 
desirable to  encourage  in  the  public  mind  the  notion  that  tlie  Legislature  could 
protect  them.  Any  attempt  to  do  that  must,  he  believed,  fail,  and  he  re- 
gretted the  Governnieut  should,  as  in  the  case  of  the  Foreign  Loans  Com- 
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mit  ,ee,  have  ;v^iel(le<l  to  a proposal  which  tliey  at  lirst  oiiposod. 
t ie  - laid  earlier  m tlie  evening  made  up  their  minds  to  resist 
tho  •oughly,  and  so  have  avoided  placing  the  House  and 
in  the  position  of  knowing  they  were  to  have  an  inqiiiry 
tie-  "'ere  at  the  same  time  warned  no  good  results  were 

pec  ed.  Ihere  would  he  no  Division,  and,  therefore,  the  _ , 

me  House  could  not  he  tested  ; but  the  fact  remained  that,  contrary  to  their 
owi  coiiviciioiis,  the  Government  would  undertake  this  Oomniissioii.  If  it 
wer  1 once  appointed,  he  felt  contident  that  the  niember-i  of  the  Stock  Ex- 

''  to  co-operate  with  it  in  order  to  jiroduce  a 

ooo  I result.  (Hear,  hear.)  Although  some  lion,  memhers  had  made  useof  cx- 
prei  sions  which  were  calculated  to  give  pain,  yet  the  members  of  the  Stock 
Em  hange  would  perceive  they  were  not  the  oifenders,  but  the  niachinery 
thi(  ugh  whicn  the  otlcnders  were  able  to  carry  on  their  operations.  The  lion, 
and  gallant  meinber  tor  Westminster  had  let  the  cat  out  of  the  bag,  by  his 
111111  .sing  .story  about  rubbing  the  tm-ricr  the  wrong  way  in  order  to  get  rid  of 
he  tleas  this  nuiuisition  was  to  be  cm]ilovcd  in  order  to  terrify  evil-doers. 
He  trusted  it  would  be  successful  as  far  as  it  liad  that  ti  udency,  but  at  the 
sail  u iiiiL.  le  thoip^-ht  it  was  an  evil  jirecedent,  which  must  give  rise  in  this 
€Ou  ary,  as  It  had  done  in  others,  to  tlie  idea  tliat  all  groat  trades  and  profes- 
SiOi  a utie  in  such  a state  that  Parliamentary  iiKpiiry  was  necessary.  (Hear.) 

It  mo  ion  tor  the  ajipointment  ot  a Uoyal  Commission  was  then  agreed  to. 


HOUSE  OF  COMMONS. — Monday_,  Maech  26. 


THE  STOCK  EXCHANGE  COMMISSION. 

I ord  HENRY  ,«OMEIlSET,  who  appeared  at  the  Bar  as  Controller  of  tlie 

0 iseliold,  brought  up  the  follow  ing  answer  from  the  Crown  to  the  Address 
of  t le  House  : — 

_ ‘ I have  received  your  Address  ])rayiiig  that  a Commission  may  be  issued  to 
inq  lire  into  tlie  constitution  of  the  London  Stock  Exchange  and  the  mods  of 
trai  sacting  business  in  that  institution,  and  1 have  given  directions  that  a 
toi  imission  shall  he  ifsiied  on  this  subject  in  accordance  with  your  request.” 


W.  J.  JOHNSON,  FEINTKn,  1^1,  FLEET  STREET,  LONDON  E.C. 


